AGENDA of Main Events
subj ect: Teakwood

aut hor: Paul Roneijn
date: Septenber 21, 1998

This agenda is there to serve as a reference sheet to those
who foll ow the public debate on the Teakwood progranme. It

hi ghli ghts some of the materials on file at Treemnil’s office.
Al t hough the materials have been conpiled and translated with
due care, Treemail fully disclains any responsibility as to
the correctness of its contents and in all cases calls the
readership to refer with the original docunents.

(I'ntroduction-Section A)
The principal players in the debate:

Teakwood:

This is an investnment programin teak plantations in Costa
Rica. The programe was started in 1989 by Dutch owned Flor y
Fauna S. A, who independently sold the projects called Teakwood
|-V to individual Dutch investors until 1993.

In 1989, Flor y Fauna S.A. Director Ebe Huizinga initiated the
Teakwood | plantation of ca 25 ha. This was followed in 1990
by Teakwood 11, ca 13 ha, and Teakwood 111, ca 65 ha. In 1991,
Teakwood 1V, ca 150 ha, and Teakwood V, ca 320 ha, were

pl ant ed.

In 1993, Flor y Fauna S. A was joined by OHRA insurance
conmpany and WAF-NL for the plantation projects called Teakwood
VI, VIl and VIII.

Teakwood pl antation acreage (ha)

Tot al OHRA' s shar e:

|-V 550 -V (0% 0
(*) W 750 VI (100% 750

VI 700 VI (60% 420

VI 700 VIl (60% 420

Tot al 2,600 OHRA Tot al 1, 590

(*) The owner of Flor y Fauna expects profits derived from
ti nber sales to be between NLG 700 M and 2,300 Mfromthe
Teakwood pl antations and that investors can earn up to 60
tinmes their noney back (source: Houtwereld, ‘94-4, page
11). OHRA insurance conpany paid NLG 23 Mfor the trees
and mai ntenance of Teakwood VI, the conpany’s first 750



ha (source: ‘Het Financieele Dagblad , the Dutch | anguage
Financial Daily, April 7, 1994).

[ note: The regi onal newspaper ‘de Gooi en Eenl ander’
report on Decenber 28, 1995, that OHRA woul d have sold
12,000 contracts to investors. One ‘OHRA contract
corresponds with 1/8th of a hectare. The total area for
12,000 contracts thus corresponds with an area of
(12,000/8=) 1,500 ha. On January 28, 1996, the

Net herl ands Central Press Agency, ANP, reports that a
total of 13,000 contracts were sold to investors. This
corresponds with an area of (13,000/8=) 1,625 ha.
Follow ng this, OHRA repeated the latter nunber of
contracts publicly on nunerous occasions. OHRA conti nued
advertising the Teakwood schenme well into the third
quarter of 1996. As far as the author is aware, the tota
pl antation acreage for ‘OHRA" of 1,590 ha is the only
figure made public by the Teakwood contract partners. It
is unknown to the author if OHRA has contracted
addi ti onal acreage from Flor y Fauna. ]

[ note: OHRA clains to have sold around 14, 000 i nvest nent
policies in Teakwood. On July 31, 1996, the Central Press
Agency of The Netherlands, ANP, to be followed the next
day by a nunber of |eading newspapers which include NRC
Handel sbl ad, De Vol kskrant, de Tel egraaf and Het

Fi nanci eel e Dagbl ad, unani nously reported that OHRA had
sold a total of 14,000 policies and that OHRA had ceased
selling the product. Each of these policies correspond to
1/8th of a hectare of teak plantation. This corresponds
to a total surface of 1,750 ha. This is in contrast with
the 1,590 ha of the table presented above. The rational e
behind this discrepancy is not known to the author.]

The principal Teakwood contract partners are:

Van Rossum Van Veen Managenent Consultants of The
Net her | ands, chi ef advisors to the Teakwood programe,
liaisons for the Rainforest Alliance certification (source:
Rai nforest Alliance statenent of August 16, 1997) and,
indirectly, through the press agency ‘Rood en Partners’ for
OHRA i nsurance conpany.

Flor y Fauna S. A. of Costa Rica as managers of the teak
pl ant ati ons.

. OHRA i nsurance conpany, sales agent for a financial product
that ties the teak investnment to a life insurance policy as of
early 1993. The conbi ned OHRA Teakwood i nvest ment and

i nsurance policy package was introduced to the narket in Apri
1993.

[ note: The insurance conpany buys the participations (of
% ha, author’s note) and divides these into four. The
resulting participations are sold at around NLG 15, 000
each. (source: ‘Het Financieele Dagblad , the Dutch
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| anguage Financial Daily, April 7, 1994, in a
rectification to an earlier publication of April 5,
1994) .]

. WAF-NL (The Netherl ands branch of the Wrld Wde Fund for
Nat ure) as endorsing agency with an additional role as public
rel ati ons, marketing and sal es organi zati on. Bonner, 1993,
notes that: “In 1998, the Wrld WIldlife Fund, which has its
i nternational headquarters in Switzerland and nati onal

organi zati ons throughout the world, changed its nane to the
Wrld Wde Fund for Nature. The United States and Canada have
stayed with the original nane -World WIdlife Fund. Al these
organi zations prefer to be identified by the abbreviation
WAF. "

In return for their efforts, WAW-NL receives a conm ssion of
NLG 700 per sales contract of 1/8 ha plus a prem um of 5% of

t he proceeds fromthe tinber sales fromthinnings at year 8,
12 and 16 and fromthe final harvest at year 20. The excl usive
use of the WAWF nane for the pronotion of Teakwood has been
contracted for a period of five years (late 1992-1997). WA

al l egedly accorded its collaboration with Teakwood in January
1993 (source: court ruling in Leeuwarden, April 12, 1995).

[ note: The Teakwood VI sal es brochure of March 1993
refers to WAF s role in sale of Teakwood' s end- products
as: “Of course, a buyer nust be found for this product in
advance. The collaboration with WAF will meke this easier
and can probably | ead to even higher returns for the

i nvestors, according to the programme’s initiators.” This
brochure portrays the WAF Panda | ogo on its front cover
together with the words “in collaboration with WAF’. In
advertisenent entitled ‘Flor y Fauna in sustainable
forestry together with WAF, in WAWF s nagazi ne ‘' Panda’ of
1993, the text under a Panda | ogo asserts that: “The

col | aborati on between Flor y Fauna and WAF runs al ong a
nunber of different lines. First of all, WA offers its
support to attract investors for new projects (Teakwood
VI and beyond). In the |longer run, WAF hel ps with the

mar keting and sal es of the teak wood and/or products that
are produced. "]

[In the Dutch | anguage Financial Daily, het Financieele
Dagbl ad, of April 7, 1994, OHRA portrays its nost
conservative estimate of the 5% prem umon the tinber
sales for 750 ha (this area covers only the Teakwood VI
pl antation, author’s note) as NLG 36 M]

Rai nforest Alli ance:

The Rainforest Alliance is based in the USA, and has certified
the Flor y Fauna plantations in April 1995. The Teakwood

pl ant ati ons were thereby recogni zed as ‘wel |l -managed’ under
the Rainforest Alliance’s ‘Smart Wod programe, thus
allowing the plantation’s produce to carry the ‘Smart Wod’



| abel . The Smart Wbod ‘wel |l managed’ certificate has been
issued to all the Flor y Fauna teak plantations (No's [-VIIIl).

Rai nforest Alliance Smart Wod certification of forestry
operations is in one of two categories. A forest operation can
be a) well managed, or b) sustainable.

The Director of the Rainforest Alliance Smart Wod programre
is Richard Donovan, a forner enployee of WAF in Costa Rica.

[ note: The Rainforest Alliance Smart Wod programe
issued a certificate of ‘well managed’ forest for the
entire Flor y Fauna plantation area, including those that
are tied to the OHRA investnment cuminsurance schene. The
certificate has been issued by the Rainforest Alliance
under its ‘criteria for the certification of

pl antations’. According to these criteria, a key-
requirement for certification by the Rainforest Alliance
is: “Gowh and yield projections in planning and/or

mar ket i ng docunments are reasonabl e and based on a

combi nation of scientific literature and docunented or
practical |ocal experience.” (source: Rainforest Alliance
criteria on certification of forest plantations, point
3.7).]

FSC.

The Forest Stewardship Council FSC is legally established as
an ‘Asociacion Civil’ before Mexican | aw since Cctober 25,
1995. The FSC accredits certifying agencies. On February 21
1996, the FSC accredited its first four certifying agencies,
including the Rainforest Alliance. In the case of the

Rai nforest Alliance, the FSC accreditation does not include
plantation forestry at the time of witing of this agenda.

Prof. Dr. J.C. Centeno:

WAF- NL commi ssioned a study on the econom ¢ anal ysis of the
Teakwood plantations in 1993 to Prof. J.C Centeno of
Venezuel a.

Treenmuil :

Treemai|l is a advisory conmpany for international forest policy
that is based in The Netherlands. In Novenber 1995,
journalists froma Dutch tel evision programe called ‘ NOVA
approached Treemail to provide information for a broadcast on
t he Teakwood progranmme. In the NOVA broadcast that foll owed,
Treemail’s Director Paul Ronmeijn was interviewed.

(I'ntroduction-Section B)
The incorrect claimto an ‘FSC certificate’:



The Teakwood contract partners have clained that the Flor y
Fauna pl antations have a certificate that has been issued by
t he Forest Stewardship Council

This claimwas nade by Flor y Fauna at the occasion of a court
heari ng on Decenber 28, 1996.

This claimwas made by WAF-NL in a book that was witten,
printed and put in circulation in August of 1995 (‘ Naar een
Hout bare Werel d, hoe de Nederl andse markt zich opnaakt voor
FSC hout’; | SBN 90-74595-07-3). This WA book is adorned by
the (new) FSC accreditation logo on its front cover. The sane
claimis reiterated publicly (to the press) by WAF on February
9, 1996.

OHRA printed and distributed this claimmllions of tines in
its advertisenents over the period between August 19, 1995 and
Novenber 30, 1995, according to this insurance conpany’ s neno
of February 2, 1996.

Before, during and after this period, another version of these
adverti senments for the Teakwood i nvestment schenme was

circul ated. The sole difference between the two versions is
that the text ‘Rainforest Alliance’ replaces the text ‘Forest
St ewar dshi p Council’ when referring to the organi zati on that
woul d have issued the certificate for the Teakwood

pl ant ati ons.

In the advertisenent, the text under the header Eco-
Certificate reads as follows: “The Teakwood plantation Flor y
Fauna has recently received the official certificate of ‘well
managed’ plantation fromthe Forest Stewardship Council (or

t he Rainforest Alliance, depending on the version), and is
thereby the first have plantation grown tropical tinber with
an eco-certificate.”

Thi s agenda does not deal with the claimto an *eco-
certificate’ for Flor y Fauna plantation produce, even if
Treemail is not aware of any substantiation of this claimby
any of the Teakwood partners. Rather this agenda contains
references to the claimto a certificate issued by the FSC for
the Flor y Fauna pl antati ons.

The (draft) ‘Manual for evaluation and accreditation of
certification bodies’ of January 1996 (FSC Docunent #2.1), on
page 86, states that type of use of the FSC accreditation | ogo
as in the WAF publication “can only be made with prior,
witten consent of the FSC.” The FSC announced this
accreditation logo in FSC Notes of January 1996, Vol.1l, |ssue
2, where it reads: “correct use is controlled by legally

bi nding contracts and will be protected by Iegal action.”

TEAKWOCD AGENDA OF MAI'N EVENTS



[note: near to all the witten conmunications referred to
bel ow have been transmtted per E-mail or fax]

1995

23-11 NOVA broadcasts and item on the Teakwood i nvest nent
scheme over Dutch national television. As a result
of the broadcast, questions are raised in the Dutch
Parliament to the Mnisters of Agriculture and
I nternati onal Cooperation the next day.

24-11 The Geens in the Dutch Parlianment submt 6
questions on the Teakwood case to Mnisters of
Agricul ture and Fi nance.

30-11 OHRA infornms NOVA in witing that expected yields
are in the order of 400-850 nB/ha over the 20 year
cycle, and this is “w thout doubt” according to
their scientists [cross reference: agenda entry for
April 9, 1996].

01-12 OHRA's Board Director Huesmann wites personalized
letter to its Teakwood i nvestors where he projects
11- 25% annual rates of return to investors.

[ note: OHRA advertised with rates of return to
investors of 15-25%until at |east 1995. In that
year, advertisenents texts changed regarding the
projected rates of return to investors to ‘14-18% or
nore’ . ]

[note: According to a public letter ‘G een
investment with a high rate of return’ of June 7,
1995, OHRA states the following on the rates of
return: “Thanks to the insurance elenment, the
customer always receives the sumof his investnent
back at the closing date, even if he would pass away
earlier. In addition, he will receive his portion of
t he proceeds fromthe tinber cuts (Dutch:

‘ kapopbrengsten’). Pending various assunptions, the
expected rate of return is 15-25%"

06-12 Van Weezendonk files case of m sl eading
advertisenents against 5 teak investnent schenes at
t he Standards Advertising Conmttee. OHRA requests
and receives extra tinme for refuting, this allows
t he Teakwood contract partners to contract CCT and
to submt the resulting CCT summary report.

10-12 Prof. J. Centeno reports to the FSC Director T.
Synnott on a possible claimto FSC certification
havi ng been made for the Flor y Fauna plantation.

18-12 Treemail’s Director presents WAF-I NT forestry

of ficer Per Rosenberg a video copy of the NOVA
broadcast and of one of the CHRA adverti senments
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20-12

20-12

21-12

21-12

containing the claimto *FSC certification” obtained
by the Flor y Fauna plantation (and as reported by
Treemail to FSC Director T. Synnott on Decenber 20,
1995, and to SWDirector R Donovan on January 7,
1996) .

M nisters of Agriculture and Fi nance answer to the
guestions fromthe Geens in Parliament of Novenber
24, 1995.

FSC Director T. Synnott phones to Treenmil’s office.
The fictitious claim*®FSC certified for the Flor y
Fauna pl antations is discussed at |length. During the
conversation T. Synnott ascertains and is assured
that Treemai| perfectly understands the term nol ogy
‘“endorsed’, ‘accredited , ‘certified and the

di stinction between ‘a possible claimto FSC or
Smart Wood certification” and that there is nutua
agreement that there is no m sunderstanding

what soever about the exact nature of the fictitious
claim The FSC Director agrees to send a letter for
public use detailing information to clarify to third
parties the FSC position on the use the expression
‘certified by the FSC as clainmed for the Flor y
Fauna plantations [note: w tnessed by G Ch. Kiel,
international forestry expert, at Treemail office].

In response to a request by Treemail to OHRA

i nsurance conpany of Decenber 15, 1995, COHRA' s
adjunct Director Janssen infornms Treemail per fax
t hat copies of the FSC certificate can be obtai ned
fromFl or y Fauna.

Fol |l owi ng the tel ephone conversati on of Decenber 20,
1995, and upon Treemail’ s request the FSC Director
Synnott sends a nessage that could be used publicly
in the interest of aiding transparency on the FSC s
position regarding clains to FSC i ssued certificates
for plantations. This nessage is copied to the FSC
Director of the Board Bruce Cabarly of the Wrld
Resources Institute and to the Rainforest Alliance
Smart Wod Director Richard Donovan.

The FSC Director wites: “the FSC Board cannot yet
approve the certificates for plantations in the
absence of the new Plantation P&C.”, and: “We
believe that the Flor y Fauna eval uation and report
was thorough and conpetent.” In addition, the FSC
Director inforns that: “... we scrutinized al
reports, including the Flor y Fauna report. Qur
concl usions were that the current and conpl et ed
eval uati ons had indeed foll owed the approved
systens, and that the certified forest presented no
obvi ous problens not already identified by the
certifiers (wth the exception of early certificates
now being re-evaluated). Therefor, in a limted
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21-12

28-12

1996
05-01

07-01

sense, the FSC Board has approved their
certification systens even for plantations ...~

Rain Forest Alliance Smart Wod Director Ri chard
Donovan i nfornms Treenui l

“We believe that Smart Whod [...] did have the
responsi bility of evaluating the soundness of forest
managenent data upon whi ch such financi al
projections mght be nade, i.e. tinber yields.”

“There is a long history in Costa Rica (and

el sewhere) of sone plantation operations or
conpani es maki ng exorbitant clains regarding tinber
or financial yields, environmental benefits, and

ot her social or econom c benefits. Based on our
assessnment, Flor y Fauna is not that type of

conpany.”

[note: cross ref. entry for January 8, 1996, where
the FSC and its Director describe these statenents
as “entirely correct and responsible”]

Court of law in The Hague hears a case by Flor y
Fauna S. A. agai nst Van Wezendonk’s reputed libel in
his statenments in NOVA broadcast of Novenber 1995.
Tom ow, Van Wezendonk’s | egal advisor, distributes
copi es of his nenorandum of oral pleading, which

i ncludes a copy of the *Centeno report’, to
journalists. Flor y Fauna clains ‘official FSC
certificate’ for their plantations orally in court
(which Treemail reports to FSC Director T. Synnott
on same day). At the court hearing, Flor y Fauna did
not once nention an organi zation call ed Rainforest
Al'liance, or its ‘Smart Wod certificate.

Le Vif/L Express reports that tropical tree

i nvestments schenmes have been spreading into

Fl anders, and are now active in the French speaking
part of Bel gi um

Treemai |l informs Smart Whod Director, with copy to
FSC Director, that: “l regret to informyou that
your interventions have not succeeded in preventing
F&F stating in court on 28 Decenber 1995 that F&F
pl antati ons have been officially certified by the
FSC ...”. This letter is later referred to by the
Smart Wood Director as part of the listing of
comuni cati ons of January 28, 1996 [note: cross-
reference with FSC announcenent of June 25, 1996,
and the Rainforest Alliance report of August 16,
1996] .



08-01

10-01

10-01

10-01

19-01

23-01

23-01

FSC Director T. Synnott copies a |letter addressed to
the Smart Whod Director R Donovan to Treenmail’s

of fice. Quote: “l expect you [note: i.e. Richard
Donovan] will be asking OHRA why they stated in
public that the F&F pl antati ons have been certified
by the FSC.”, and:

“Richard: | expect that this issue can be sorted out
wi thout too nuch harm W al so anxiously await your
deci sion on whether the Rainforest Alliance is
willing to sign the [FSC accreditation, Treemail’s
note] contracts.”, and when addressing Treemail’s
Director: “Thank you very much for keeping us

i nformed, and for working at danage-control.”

In this sane letter, the FSC Director Synnott
informed the Smart Wbod Director Donovan that his
comruni cation to the Treemail office of Decenber 21,
1996 was “entirely correct and responsible”.

Ruling on case Flor y Fauna versus Van Wezendonk,
i bel case dism ssed, and judge condemmns Teakwood to
cover |egal costs.

Van Weezendonk adds the issue of the incorrect claim
to certification by the FSC for the Flor y Fauna

pl antati ons as an addendumto his conplaint on

m sl eadi ng advertising by OHRA at the Standards
Advertising Conmttee of Decenber 6, 1995.

Prof. J. Centeno suggests to FSC Director T. Synnott
to the FSC shoul d request a public disclainmer from
the Rainforest Alliance to the effect that the
certificate they issued does not in any way inply an
endorsenent by the FSC, with copy to SWDirector R
Donovan.

Ir. P. Hul sebosch reports to the Internet forestry
list about a red code (i.e. instructions to remain
silent) issued by D@ S to Costa Rica based sector
specialist for the environment Ir. J. Bauer. This
was never refuted by D@ S, or by its forestry
advisors at | KC-NBLF (part of the Mnistry of
Agriculture) who are subscribers to the Iist.

Coor di nat or W Kl oppenburg of the Foundation BGOS
makes written suggestion to OHRA to ‘reconsi der the
financi al product Teakwood’ [note: co-reference the
agenda’s entry for January 31, 1996].

In a letter to FSC s Board Director B. Cabarly Prof.
J. Centeno wites: “It seens appropriate in this
case for the FSC to request a public disclainer from
OHRA. The lack of reaction by the FSC to these
statenents [author’s note: this refers to the
fictional claimto FSC certification for the Flor y
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25-01

27-01

28-01

Fauna pl antations] can only be consi dered an
endorsenent by the FSC of OHRA's untruthful claim?”

Prof. J. Centeno requests support from M nister
Pronk of The Netherlands for an opportunity to speak
in The Netherlands, and this request is copied to
HRH Prince Bernhard. No response was ever received
by Prof. Centeno.

Press rel ease “Setting the record straight, the teak
sword swings again” by Prof. Dr. J.C Centeno

di stributed to ANP, The Net herlands Central Press
Agency service. This press release includes
reference to the incorrect claimto FSC
certification for the Flor y Fauna plantations. The
press release is circul ated over the Internet
forestry Ilist.

Smart Whod Director wites a generic letter to B
Cabarly, FSC Director of the Board of Directors, and
FSC Executive Director T. Synnott. OHRA brought this
letter into the public domain by submitting it as an
exhibit for the defense at the case before the

St andards Advertising Comrittee in March 1996.

In this generic letter, Smart Wod Director states
to have “seen no docunented evidence that they have
represented the certification in any other way.”
when referring to possible claimto “FSC
certification” made for the Flor y Fauna pl antations
(instead of ‘Rainforest Alliance certified).

In addition, the Smart Wod Director states:
“However, at this tinme, it is our inpression that
Flor y Fauna and/or agents selling investnents in
Flor y Fauna, S. A (e.g. OHRA insurance conpany) are
quite clear that they were certified by Rainforest

Al liance and not by the FSC, and that they have not
attenpted to mslead either clients or the public in
this regard. [...] Upon hearing of these concerns, |
spoke directly with Jan van Rossum of Van Rossum Van
Veen Consul tants, financial and managenent advi sors
in the Netherlands, who have been the liaisons for
Smart Wood certification for Flor y Fauna. They were
not aware of any instances where the terns “FSC
certified” had been used.”

About the accuracy of advertising clains, the Smart
Wod Director states: “W have continually required
t hat FyF keep us updated in terns of adverti sing
clains. Qur contract obligations with themare quite
clear.”

In addition, the Rainforest Alliance Smart Wod

Director infornms: “Based on interviews, field work,
and research data collected in Costa Rica, w did
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not find that Flor y Fauna s projections on growh
and yields were inaccurate.” and: “Data coll ection
so far indicates that they are not inaccurate.”

[note: The Rainforest Alliance copied this letter to
Treemail’ s office per fax on January 30, 1996, and
to Prof. J. Centeno’s office on February 1, 1996.
Cross reference with agenda the letter fromthe FSC
Director to the Smart Wod Director of January 8,
1996, and the agenda’s entry for July 18, 1996]

On the past and current process related to Snart
Whod certification of Flor y Fauna, Richard Donovan
conti nues:

As | believe you all know, Smart Wod initially
assessed FyF in the Fall of 1993. A ful
certification assessnment procedure was conpl eted
i ncl udi ng:

. full assessnment using the Smart Wod Ceneric
Qui del i nes for Assessing Forest Plantations, a
publ i c docunment published in Novenmber 1993 [...]

i ndependent interviews - as part of the assessnent
process, individual interviews were carried out with
15 forest econom sts, foresters, environnental
speci alists and social scientists to discuss FyF
teak plantations, and a wide variety of
environnental, social and forestry issues; these
i ndi vidual s i ncluded both Costa R cans and nmany
i nternational specialists based in Costa Rica,;

t hough I was not part of the assessnent team |
personal Iy conducted field work at FyF prior to
certification and al so was present at sone

i nterviews.

i ndependent peer review - the specialists who
reviewed the draft report included Rebecca
Butterfield, Ph.D. in silviculture and 10+ years of
experience working on reforestation in Costa Rica
with a research enphasis on native species; Buford
Briscoe, a forester with over 30 years of experience
in plantati on and managenent; and Jose Joaqui m
Canmpos, Ph.D. in forestry from Oxford university in
reforestation and natural forest nanagenent.

| should note that the assessnent activities, and
all subsequent activities, are being conducted in
col | aboration with Fundaci on Anbio, a Costa Rican
non-profit organization that is gradually assum ng
nore responsibility as a | ocal representative for
the Smart Wod Program w th Costa Rican staff
trained to conduct forest and chai n-of - cust ody
assessnents. [...]

As you know, FyF did not neet Smart Wod standards
at that tine of the initial assessnment. There were a
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nunber of very significant pre-conditions for
certification.

In late 1994, FyF requested that Smart Wod return
to evaluate their conpliance of pre-conditions for
certification. Field work was conducted and FyF had
fulfilled the conditions for certification. Based on
this re-assessnment, FyF was granted certification in
April of 1995. [...]

Certification conditions

Foll owi ng are the conditions which FyF agreed to for
Years 1-3 of the certification (Smart Wod
certification contracts are for three years). These
conditions are in addition to a certification
contract that explicitly states how the Smart Wod
nanme can and will be used by FyF. Because the

exi sting contract predates any Smart Wod
accreditation by the FSC (currently pending for
natural forest managenent and possibly in the future
for plantations as well), FSCis only nentioned in
the contract as a potential accreditor of
certifiers. Thus, as part of our contract process,
FyF nust agree to providing information to such
accreditors in the future on a confidential basis.
It has been nmade quite clear to FyF that this is a
Smart Wood-certification by Rainforest Alliance.

[...]
Year 1 Conditions

-FYFSA wi | | design and inplenment a continuous forest
inventory and scientifically-based silvicultural
trials systemto nonitor gromh and test (and better
substantiate) silvicultural procedures currently
bei ng used. (Note - As a suggestion from Smart Wod,
and not a condition, FYFSA m ght consider conducting
a benefit/cost and analysis to evaluate the
currently-planned thinning regi me once every two
years.) Specifically, the silvicultural systens
research programw || conpare the response and
productivity of different thinning reginmes and ot her
silvicultural techniques at different sites. The
results of this systemshould facilitate the

devel opnent of reliable annual allowable cuts and
yield projections for specific harvest areas, and
vol une estimates based on field volunetric

eval uations rather than regression analysis. The
design of the inventory plot systemshould elimnate
factors such as edge effect and ensure a randomsite
sel ection for good representation of all conditions.

- FYFSA wi Il organize a training course for staff,

enpl oyees and short-term workers on the use, storage
and di sposal of chemicals. FYFSA will also continue
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to enphasi ze careful use of all chem cals,
particularly in the case of Counter for nematode
probl ems. FYFSA shoul d al so continue to research the
nost effective fertilization treatnments for all

pl antations and seek ways of mnimzing fertilizer
and ot her chemi cal runoff into aquatic systens.

[note: WAF's Allard Stapel wote in an article in
the May 1993 issue of the WA nmagazi ne ‘ Panda’ that
Fl or y Fauna pl antati ons were sustai nably nmanaged
and that no chemicals are applied at the Flor y
Fauna pl antations. ]

-FYFSA wi Il plan, and if possible begin to

i npl ement, an assessnent of biol ogical resources
within the forestry operation, capitalizing on

nati onal resources (e.g. universities, research
centers, etc.). This assessment will assist FYFSA in
clarifying future plans for re-establishing
corridors between forest fragnents, the use of
native species, and other biological conservation
measures. (As a suggestion from Smart Wod, and not
a condition, FYFSA m ght al so explore the use of
Geographic Information Systens (@ S) as a tool for
managi ng bi ol ogi cal resources, as well as assisting
in overall forest and plantation nanagenent.)

-FYFSA wi Il conplete plantings of native species as
per current managenent plans.

-FYFSA wi || nake available, in English or in Spanish
| anguage, to Smart Wod the results of the

Uni versity of Rotterdam research on markets and
prices for teak wood. Upon conpletion of this
research, FYFSA and Smart Wod will discuss and
reach closure on the need for a nore detailed

anal ysis of yield and financial projections.

-FYFSA wi || continue to seek inprovenents in systens
for communicating with all enployees. Options

i nclude the incorporation of Costa Rican staff into
t he senior technical managenment team production of
witten annual operating plans (including yearly
expectations and neasures of progress), and fornal
annual planni ng sessi ons.

-FYFSA will identify and begin to use a new site for
wast e di sposal, replacing the existing site near the
Ri o Aguas Zarcas.

Throughout the initial 3 year certification period:
-FYFSA wi | | expl ore devel opnent of a systemfor nore
formal interaction with |ocal conmunities in order

to discuss grievances, comunity projects and/or
ot her community devel opnent i ssues.
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28-01

29-01

-FYFSA wi || place special attention to ensure the
construction or rehabilitation of new roads, bridges
or other infrastructure has mnimal negative inpacts
on rivers, streans, wetlands and other conservation
ar eas.

-FYFSA will nonitor the need for on-site filed
marking (e.g. signs) of conservation areas.

-FYFSA wi Il explore the neans to inprove both
genetic diversity and seedling quality for teak and
ot her tinber species being planted.

-FYFSA wi || explore possibilities for getting input
froma forest roads and engi neering specialist with
strong experience in road design and erosion
control

-FYFSA wi Il continue to explore ways of reduci ng use
of chemcals in all plantation areas.

ANP, the Central Press Agency of The Netherl ands,
issues a press release to all Dutch newspaper,
several of which later published the story. Inits
press rel ease, ANP quotes OHRA's Director of the
Board Huesmann as fol |l ows:

“The yield of the first plots that Flor y Fauna
started eight years ago is exactly conformthe
expectations. Investors that have joined have
meanwhi |l e received their first share of the
profits.” and

[note: To the best of Treemail’s know edge, these
first shares of the profits were not yet received by
January 1997. For public and contrary conpany
statements cross reference with e.g. entries for
April 9 and 28 and August 5 and 16, 1996.]

“He [when referring to Professor Centeno; author’s
note] has not even seen the plantations”.

[ note: According to an article in the Netherlands’
Forestry Association’s magazi ne ‘ Nederl ands
Bosbouwtijdschrift’, 69(1997)1: on page 9, authored
by OHRA' s Vice President of the Board Janssen,

Prof essor Centeno did visit the Flor y Fauna

pl ant ati ons. ]

FSC Director T. Synnott infornms Treemail in a fax
message that: “It is unfortunate that OHRA referred
to the plantations as being FSC certified. The
expression FSC certified is inaccurate and
premature. The possibility of a certified enterprise
maki ng m sl eading public clainms is in first

instance, a matter for the certifier. Therefore
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30-01

30-01

31-01

Rai nforest Alliance is pursuing the matter, in close
comuni cation with the FSC. "~

[ note: See agenda entry for January 30, February 2,
5, 22, March 11, 1996 and June 25, 1996. References
to howthis informati on was to be handl ed by the
Rai nforest Alliance can be found in the agenda
entries for February 22, March 11 and August 16,
1996. ]

Treemai | sends a copy of advertisenent per fax to
the FSC containing the incorrect FSC certification
claim A copy of the acconpanying letter was al so
sent per e-mail to the Rainforest Alliance Smart
Wod Director R Donovan.

In this acconpanying letter Treemail informnms the

Rai nforest Alliance Smart Wod Director that he can
always refer to the Treemail office or alternatively
to the FSC Secretariat if he would still require
addi ti onal proof of the existence of clains in
advertisenents to a certificate that woul d have been
i ssued by the FSC to the Flor y Fauna plantati ons.
Even so, Treemail sends a additional fax copy of a
simlar advertisenent text was directly to the

Rai nforest Alliance Smart Wod Director on February
2, 1996.

In the acconpanying letter, which is also copied to
the Rainforest Alliance Smart Wod Director
Treemail’s Director states: “1I hope we can all agree
that as of this nonent further ignorance of this
OHRA claimin their advertisenents will be |abel ed
as silly by all others fromnowtill ever after.”

[note: See notes in this agenda of January 28,
February 2, 5 and 22 and March 11, 1996, to foll ow
Rai nforest Alliance Director Ri chard Donovan's
handling of this issue and to follow how this matter
was | ater portrayed in public statenents by the

Rai nforest Alliance Smart Wod Director. ]

FSC s Director T. Synnott infornms A van Kreveld and
W Braakhekke, both WAF-NL, in a fax (which the FSC
Director alleges was “designed for your support and
use, as appropriate”) that: “The Rainforest Alliance
Smartwood Programis one of four certification
progranms which the FSC has eval uated and approved
for accreditation as an i ndependent certification
body”, and: “Accreditation contracts will refer only
to certification of natural forests.”

WAF-NL Di rector of Conservation W Braakhekke
comuni cates to Professor Centeno (with copies to
HRH Prince Bernhard of The Netherl ands, M nister
Pronk, WAF-NL Chairman Nijpels, FSC and Rai nforest
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31-01

02-02

02-02

04-02

05-02

05-02

06- 02

Al'liance) that WAF-NL research has failed to
identify one single instance of Flor y Fauna claim
to a certification by the FSC

[note: This is precisely the issue of a conplaint
before the Standards Advertising Conmttee, as per
January 10, 1996. This letter by WAF to Professor
Centeno is made public by OHRA on March 26, 1996,
when the conmpany subnmitted this docunent in evidence
for the defense before a hearing at the Standards
Advertising Conmittee.]

[ note: The Rainforest Alliance report of August 16,
1996, states that “Wien WAF s communi cati ons
departnent realized the mstake, it added, on its
own volition, a clarifying addendumto the brochure
at the end of January 1996.” However, it appears

t hat WAF spokesperson’s and OHRA's still continue to
address the press with same ms-statenments in
February, c.f. entry for February 9, 1996. ]

CHRA threatens Stichting BOS with |egal action [see:
this agenda’s note of January 23, 1996; as reported
in ‘de Telegraaf’ of February 13, 1996].

An internal OHRA neno counts well over 1.5 MIIlion
incorrect advertisenents containing a claimto FSC
certification for Flor y Fauna plantation, and a
mai | i ng of 127,000 distributed to potenti al

i nvestors containing sane claim][cross reference
agenda entry for February 22, 1996].

Treemai |l sends a copy of a Teakwood Adverti senent
directly to Rainforest Alliance. On January 30,
1996, Treenmmi|l had already notified Rainforest
Al'liance that a sanple copy had been sent to FSC
Secretariat and that it would be avail able there for
r ef er ence.

“Teak controversy flares up in The Netherl ands”
di stributed over forestry list by Prof. Dr. J.C
Cent eno.

In an e-mail nmessage to Treemail, the Smart Wod
Director Richard Donovan confirns recei pt of the fax
nmessages from Treemni| dated February 2, 1996, which
contain one of OHRA' s adverti senents where the
incorrect claimis nade to a certificate issued by
the FSC for the Flor y Fauna pl antati on.

OneWsrld Online publishes “W\WF endorsed teakwood
scandal hits tropical tinber market” on
http://ww. onewor| d. or g/

FSC Board decides to ask the FSC Secretariat to
request correction from OHRA and WAF- NL for
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07-02

07-02

09-02

09-02

12-02

15-02

incorrect claimto FSC certificate for Flor y Fauna
plantations “in their respective brochures and ot her
pl aces where the original msstatenments circul ated
[note: consult agenda entry for April 3, 1996, on
how this Board decision is reflected in
correspondence fromthe FSC Secretariat to OHRA]".

The Financial Daily, ‘Het Financieele Dagblad , and
ot her Dutch newspapers report that OHRA threatens to
take | egal action against Prof. Dr. J.C Centeno.

In its address to the Dutch press, OHRA declares the
criticismby Centeno, oni.a. the false claimto a
certificate issued by the FSC for the plantations,
to be “totally unfounded”. According to OHRA, “such
an attack on OHRA's integrity is not justifiable.”
This news is reported by several Dutch newspapers,
including e.g. ‘Reformatorisch Dagbl ad’.

The Geens in the Dutch Parlianment submt second
round of questions on the Teakwood case, this tine
to Mnisters of Agriculture, Finance and Foreign A d
[note: see agenda entry for March 29, 1996, for

M ni sterial response].

The Financial Daily, ‘Het Financieele Dagblad ,
reports that (in reaction to OHRA's threat to take
| egal action of February 6, 1996) Prof. Dr. J.C
Centeno takes up residence at Tom ow | awyers office
in the Netherlands to facilitate | egal action to be
t aken by OHRA.

WAF spokesperson Marie Christine Reusken states in
articles of GPD (e.g. as reported in the newspapers
‘De Brabander’ and ‘De Gelderlander’) that “Flor y
Fauna received a certificate fromthe Forest

Stewar dshi p Council in Mexico.” The article
continues: “"CHRA refers to this recognition.”

[note: Cross reference with e.g. agenda entries for
Decenber 28, 1995, January 10, 31, February 1, 22,
April 1 and June 25, 1996.]

Treemai|l distributes extra info on “Teak controversy
in The Netherlands” over the forestry list. This
nmessage contains excerpts fromthe 1993 bailiff
report and Flor y Fauna’s provisional yield table.

The Dutch | anguage weekly ‘ El sevi er Magazi ne

states: “Flor y Fauna is the first teak plantation

t hat supposedly received a certificate issued by the
so-cal l ed Forest Stewardship Council, FSC. The claim
is inportant, for such a certificate would furnish
the project with the essential credibility. In
addi ti on, WAF-NL has nade swi ft certification
conditional to joining the Teakwood programre. It is
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18-02

21-02

22-02

all the nore painful to nother organization WA\ and
WAF- I NT that, as it appears now, the claimis
untrue. OHRA, Flor y Fauna, nor any other party

i nvol ved can claiman FSC issued certificate.” and:
“Salient detail: WAF is one of the main sponsors to
the FSC.”

Distribution over the forestry list of excerpts from
Prof essor A deman’s “Notes on measuring procedure
“Hui zinga & Groot’".

FSC announces the accreditation of the first four
certification bodies, including the Rainforest
Al'liance. Plantation forestry remains explicitly
excluded fromthis FSC accreditation even if this
arrangenent is not reflected in the pronotional
materials rel eased by the FSC Secretariat on that
day.

The press rel ease by the FSC i nforns:

“FSC today signed accreditation contracts with four
certification bodies, and officially |aunched the
FSC Trademark.”

Rai nforest Alliance Smart Wod Director R Donovan
circulates an open letter (‘to whomit may concern’)
on the subject of “prelimnary comments on Centeno
observations and Rainforest Alliance certification
of Flor y Fauna”.

[note: This letter was made public by OHRA by
submitting it in evidence at the hearing of the

St andards Advertising Commttee on May 9, 1996. Just
who were the recipients of the letter fromthe

Rai nforest Alliance Director, apart from OHRA, is
not known. In any case, a copy of this open letter
was never sent to Professor Centeno, in spite of his
repeated requests that foll owed once he was aware of
t he existence of this ‘to whomit may concern’
letter, nor was a copy ever sent to M. Van
Weezendonk who filed the conplaint at the Standards
Advertising Conmittee on Decenber 6, 1996, and who
subsequently filed an addendumto his conpl aint on
OHRA's claimto a certificate issued by the FSC for
the Flor y Fauna plantations on January 10, 1996.]

In this open letter the Smart Wod Director states:
“We request that any individual contact us if they
have specifi ed DOCUMENTED situati ons where

m sl eading information is being presented on either
Smart Wod, the FSC or Smart Wod certification on
Fl or y Fauna. Please contact us inmmediately. To be
fair to all concerned, verbal statements are not
sufficient; we need docunented evidence.”
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[note: Cross reference with agenda’s entries of
January 8 (the comunication fromFSC Director to R
Donovan), 28, 29, 30 and 31, February 1, 2, and R
Donovan’s confirmation of receipt of precisely such
a docunent of 5, 1996.]

“Smart Whod i s conducting a thorough review of all
public information on Flor y Fauna provided by the
conmpany itself, or agents selling investnents in
Flor y Fauna. If Flor y Fauna had said that it was
certified by the FSC, this would be inappropriate.
So far, the |anguage used in public brochures seen
or reviewed by Smart Wod states either that:

a) Flor y Fauna was certified by the Rainforest

Al li ance,

b) Flor y Fauna was certified based on the FSC
Principles and Criteria, or,

c) Flor y Fauna was certified by the Rainforest
Al'liance based on the FSC Principles and Criteria.

All these statenents are correct and have been

di scussed previously with Smart Wod or the FSC
Though we are still searching for docunentation of

i nconsi stenci es and inaccuracies in public
documents, court docunents, etc. by Flor y Fauna or
its agents, these are the only docunented statenents
we have been able to encounter so far. [...]
However, at the time, it is our inpression that Flor
y Fauna and/or its agents selling investnments in
Flor y Fauna S. A (e.g. OHRA insurance conpany) are
quite clear that they were certified by the

Rai nforest Alliance and not by the FSC, and that

t hey have not attenpted to mislead the public in
this regard. [...] Also, Smart Wod always tried to
be as clear as possible in all public forunms about
the role of Smart Wod and the FSC.”

[note: Cross reference with agenda entries for
February 1, 2 and 5, 1996, which include a reference
of the Smart Wod Director’s acknow edgnment of
recei pt of a sanple copy of an advertisenent
containing the incorrect claimby OHRA to a
certificate issued by the FSC for the Flor y Fauna
pl antati ons, which he received per fax from Treemi
on February 2, 1996. ]

In the statenent, R Donovan adds to be “in al nost
daily contact with the FSC Secretariat” over the
Teakwood case [al so consult with agenda entry for
January 8 and May 11, 1996], and the Smart Wod
Director asserts “Flor y Fauna has been very open to
Smart Wbod, providing reports, docunentation or
access to confidential information whenever
requested.”
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On the subject of Flor y Fauna’'s yield forecasts,
the Smart Whod Director asserts: “Wilst Flor y
Fauna’ s overall production volunes were seen by the
assessnment as “optimstic”, neither we or peer
reviewers could say that they woul d not achi eve
them and Flor y Fauna’s projections for nmean annual
increment (MAI) were reasonable.”

Smart Wbod Director R chard Donovan conti nues:

“The Smart Wbod team then came to the concl usi on
that, in order to be certified:

a) Flor y Fauna woul d have to establish a strong
enpirical basis for yield projections; this required
establ i shnent of an on-the ground systemfor growth
and yield nonitoring; and,

b) Flor y Fauna should review current figures and
ensure that accurate informati on was presented in
publ i c docunentati on.

Based on the above, Flor y Fauna engaged
consultants, designed a systemfor data collection
and nonitoring, and began to inplenent it. This
system was assessed during the late 1994 Smart Wod
re-assessnent. In addition, Flor y Fauna (or its
agents) presented within public docunents a range of
potential yield values, not just a single value.
These potential yield values were:

- Scenario 1 - dianeter gromh of 1.7
centinmeters/year, with a nmean annual increnent of 29
cubic nmeters per hectare,

- Scenario 2 - dianeter gromh of 1.85 cmyr, MAl of
39 cubi c neters/ ha,

- Scenario 3 - diameter growth of 2.2 cmyr, MAI of
44 cubic neters/ ha,

- Scenario 4 - dianmeter growh of 1.5 cmyr, MAl of
22 cubi c neters/ ha.

[note: Smart Whod wites on August 16, 1996, that
the first public indication of a change fromthe
advertised yield projections was nmade only in
Novenber 1995. Quote: “OHRA s volunme figures of
400- 850 nB/ha in 20 years were first publicly

i ndi cated in Novenber 1995 in response to
criticisms.”]

[...] Based on the above “growh and yield”

di scussion and relatively careful clains that Flor y
Fauna was nmaki ng about the environnmental benefits of
t he plantations, Smart Wod did not feel that the
conpany was nisrepresenting it’s current actions or
potential achi evenents.”
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22-02

24-02

26-02

28-02

01-03

04-03

In a closing paragraph entitled “Smart Wod:
Constantly Seeking Ways To | nprove Forest
Management/ Certification”, the Smart Wod Director
wites:

“ Smart Wod has a | egal and phil osophi cal
responsibility to be fair. [...] Smart Wod hopes
that Flor y Fauna’s many positive contributions to
plantation forestry in Costa Rica are not forgotten

[...] .~

FSC Director T. Synnott announces the worl dw de

| aunch of FSC s tinber |ogo (for independent eco-
friendly forest products) on the RTL-4 Dutch

| anguage tel evision evening news broadcast.

Article “Blasting the FSC in The Net herl ands”
di stributed over forestry list by Prof. Dr. J.C
Cent eno.

CCT report finalized, according to OHRA in the
information distributed at the occasion of a press
conference on Teakwood of March 4, 1996.

OHRA' s President of the Board Huesmann inforns all
its Teakwood investors in a generic letter that:

“The project perfornms conformall growth
expectations.”

The ‘Internediair’ (a Dutch | anguage weekly) reports
shi pment of ‘FSC certified tinber’ to have been

unl oaded at Rotterdam ports, reports 5 MIlion ha of
FSC certified forests worldwi de, and in sane ful
page article interviews Gemma Boet ekees (FoE-NL, and
| ater FSC-NL office holder) and Arnold van Kreveld

( WAF- NL) .

Teakwood press conference hosted by OHRA and WAF- NL,
in the presence of Costa Rican Mnister for the

Envi ronment and Energy M. R Castro. OHRA and WAF
present a CCT (or TSC in its English acronym
summary report and a summary of a KPMG report.

In the press rel ease, OHRA and WA di scl oses for the
first time to the public that the Teakwood base
price for teak has changed from USD 450 to a range
of USD 450-565 per cubic neter.

A col | age of snippets fromthe CCT report is
presented to the press. According to the coll age,
the CCT was to:

“anal yze projections of teak plantations bel onged to
the conpany [note: i.e. Flor y Fauna], which are
supposed to reach certain | evels of annual
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05-03

increnments in log volune and certain | evels of
econom c revenues. TSC representatives in this
contract are Dr. Hunberto Ji ménez Saa, coordi nator
and main responsi ble, Dr. Joseph Tosi AQin, M Sc.
Vi ncent e Watson Céspedes, and M Sc. Jaine
Echaverria. Conpany representative was Dr. Pabl o
Camacho. ”

The OHRA/ WAF press hand-out al so includes a 13 page
full col or Teakwood brochure, which is edited and
printed by Rood & Partners. According to this
brochure, the text and photography have earlier been
published by OHRA in its annual report of 1993. On
page 12, the brochure references a 1993 report by
the Mnistry of Agriculture ‘De Teak-pl antages van
Flor y Fauna S.A. in Costa Rica’ as a source
docunent. This inplies that OHRA and WW have quoted
the Mnisterial report, colloquially known as the
‘Whuters’ report, from 1993 onwards.

The *Wuters’ report clearly states the follow ng on
page 2: “This report has been witten for -and
remai ns property of- the Mnistry of Agriculture.
Concl usi ons and recommendati ons are for Mnisterial
use only.” This notw thstanding, the Dutch Mnistry
of Agriculture has never protested the inappropriate
and repetitive use of its ‘Wuters’ report by the
Teakwood contract partners in e.g. brochures, annua
reports, press releases and court cases.

The Mnisterial ‘Wuters’ report includes -as a
conclusion- with regards to the cal cul ati ons on
rates of return and prognosis the follow ng key-
statenent (on page 11): “OHRA and FYFSA have been
conservative in their calculations ...".

The confidential KPMG report (and thus not the

coll age that was presented to the press as the
summary of the KPMG report) in the version that was
presented to court by OHRA as exhibit # 10 on March
26, 1996, p 2, states:

“Qutside of our report lies the jugenent of the
prognoti zed growth of the teak wood and the
prognosi s of the nonetary value of the trees.”

“Yest erday, OHRA announced that it will no |onger
sel |l Teakwood insurance policies in the future. In
total, around 13,000 policies were sold. According
to the Director of the Board, the decision has not
been reached on the basis of the negative publicity
during the passed weeks. “Three years ago it was

al ready established that there are no possibilities
for expansion of our plantation. The surroundi ng
areas had already been sold off. In addition, there
is but alimted market for this kind of investnent
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06- 03

07-03

08-03

policies”, declared OHRA.” [Source: ‘de Tel egraaf,
March 5, 1996].

Costa Rica’s Prime Mnster J.M Figueres and

M ni ster of Environment and Energy R Castro joins
in with Teakwood representatives to attend a round
tabl e conference on “Reforestation investnments in
Costa Rica”, organized in cooperation between the
Costa Ri can Enbassy in the Netherlands and the
foundati on Eco Operation (an Ansterdam based and
DA S funded institution which has been established
to execute the bilateral environmental treaty
between the two countries).

Wageni ngen University Newspaper, WJB # 9, reports on
Teakwood’ s presentation of March 4, 1996 (excerpt):

“The nost recent research of the Centro Centifico
Tropical should, with hindsight, justify the
projected world records. If this will close the

di scussi on remai ns doubtful. On March 5, OHRA
presented only extrenmely margi nal data that give no
insight into the nethods enployed and the quality of
the tinber, which is highly relevant to its pricing.
According to WAF Di rector Wl dhek, a discussion with
foresters will take place in April. At the occasion
all information will be made avail able.”

[note: these data, including the CCT report were

| at er decl ared as conpany confidential and
classified by Flor y Fauna. A discussion with
foresters, as announced by the WAF Director, never
materialized. Cross reference with agenda entry for
March 14, 1996, which reports that WAF forestall ed
any such di scussion. A proposed discussion with
foresters by WAF Wageni ngen branch was forbi dden by
WAF headquarters.]

The Tico Times, an English | anguage newspaper for
Central Anerica, publishes an interview wth

Rai nforest Alliance’s Smart Wod Director R

Donovan. Quotes: ‘Smart Wod now adnmits it didn't

i nvestigate the conmpany’s financial projections and
its advisors are disputing the plantation’s growth
projections. Donovan said he believes Flor y Fauna's
hi gher projections are not realistic, but that “the
| ower rates are possible”.’” and: ‘Donovan says there
are other pitfalls. During the next 25 years, for
exanpl e, the plantation nust not suffer any
hurricanes, rodent attacks or plagues. Donovan
confessed that he hinself would have doubts about
investing with OHRA in a teak farmin Costa Rica.

The article continues:
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‘Donovan said he believes that the higher rates are
not realistic, but that “the lower rates are
possi bl e”. Nonet hel ess, Smart Wod is seeking to
dodge the controversy by saying Flor y Fauna’s

proj ecti ons cannot be dispoven.

In addition, The Rainforest Alliance Smart Wod
Director Richard Donovan also stated that in |ate
1993 he found that Paraquat, a highly toxic
her bi ci de, had been used extensively on the Flor y
Fauna plantation, that the plantation personnel was
now i nstructed in the proper use of chem cals and
that the plantation did not even have a managenent
plan.’

[note: In its very first brochure of 1993 and in
subsequent public and pronotional materials, the
Teakwood contract partners have consistently clai nmed
that the Flor y Fauna pl antati ons were managed
‘according to FSC principles and criteria’ . This has
been done with the apparent full consent of the FSC
According to the Rainforest Alliance Smart Wod
Director, a managenent plan was not in place at the
Fl or y Fauna plantations during his 1993 inspection.
However, it would appear that a forest nanagenent
plan is the prinordial docunent upon which any
certification of forest managenent can be based,
either within FSC related or alternative
certification schenes.]

11-03 FSC finalizes a public statement on certification,
whi ch includes a reference that the FSC consi ders
any claimto plantations being certified by FSC to
be a ‘double m stake' . This public statenment is not
‘broadcast’ by the FSC Secretariat, nor does the
Secretariat publish its statenent on the FSC WW
site as the FSC Secretariat inplies in the
statenent. Full text:

FOREST STEWARDSHI P COUNCI L / FSC / CONSEJO DE MANEJO
FORESTAL Aveni da Hidal go 502, 68000 Caxaca,

Caxaca, MeXi co Tel : ++ 52 951 46905,

63244. Fax & Tel: ++ 52 951 62110 E- Mai |
FSCOAX@nt equer a. ant equer a. com FSC@ anet a. apc. org
FSC WAWW site: http://antequera.antequera.com FSC/

NOTI CE 11 March, 1996
FSC Board Menbers
FSC Cont act s

WAV site hone page

As a result of the recent accreditation by the
Forest Stewardship Council of four certification
bodi es, and specific issues which have arisen in
Europe (nost recently in The Netherlands), the FSC
Board of Directors wishes to clarify the follow ng
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points, to ensure a better public understandi ng of
i ndependent forest certification and of FSC
accreditation.

1 The Forest Stewardship Council is an accreditor
of independent certification bodies, which certify
and nonitor forest nanagenent enterprises. The FSC
itself does not certify forests, but it endorses
certification bodies and their certificates.

2 Four certification bodies have now been
accredited by the FSC, for the certification of
natural forests only. None have yet been accredited
for certification of plantations. No certificates
for plantations have yet been endorsed by the FSC.
Accreditation contracts nay be extended to cover
plantation certification during the next few nonths.

3 The expression “FSC-certified” is incorrect.
Any clains that plantations have been in any way
“FSC-certified” are doubly incorrect. Certification
programes, certificates, forests, and products
which are within the scope of FSC contracts may be
descri bed as “FSC-endorsed”. The nanme “Forest

St ewar dshi p Council” and the new FSC | ogo are now
being registered internationally as Trade Marks, and
any inproper uses wll be followed by the

appropri ate measures.

4 As a condition for FSC accreditation, each
certifier nust operate an appeals procedure for
hearing and investigating conplaints against their
certification decisions. Due process demands t hat
this appeal s process be brought to concl usion,
before the FSC Board or Secretariat be involved in

i nvestigating appeals or conplaints about individual
certified forests. The results will be avail able on
request.

The FSC Board of Directors requests that this
statenent be freely distributed by any recipient.
FSC . Gaxaca . Mexi co.

Smart Whod Director R Donovan rel eases a public
statenent entitled “Flor y Fauna Certification: A
Statenent Form Smart Wod”. The Rai nforest Alliance
copies this statenent to the Internet forestry list.

The Smart Wbod Director publicly announces this to
forestry coll eagues worl dwi de that he is stil
investigating if Flor y Fauna or its agents would
have adverti sed that the Teakwood pl antati ons have a
certificate that was issued by the FSC. The

Rai nforest Alliance Smart Wod Director Richard
Donovan does so even if a sanple copy of such an
adverti senent had been sent to his office and after
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he had acknow edged -in witing- the receipt of
these materials [see notes of January 28, 30 and 31,
and February 1, 2, 5 and 22, 1996].

To be precise, the Smart Wod Director clains in his
public statenent that: “Smart Wod is now working to
verify Flor y Fauna’'s advertising clainms with
respect to FSC and/or Smart Wod. If deliberately

m sl eadi ng cl ai ns have been nmade by others, then
appropriate actions will be taken.”

[note: The Smart Wod Director here publicly
reiterates the inpression that it is Smart Wod and
not the FSC that is investigating the Teakwood
contract partners’ incorrect clainms to an FSC i ssued
certificate for the Flor y Fauna plantations. This
woul d be congruent with a letter by FSC Director T.
Synnott to Treemail of January 29, 1996. However,
the FSC i ssues a public statenent to the contrary on
precisely this issue, on June 25, 1996. In this
statenment, the FSC publicly announces that only the
i ssue of the growth and yield projections “is being
dealt with by the Rainforest Alliance”.]

In continuation, the public statenent by Smart Wod
al l eges: “Smart Wod does not guarantee growth and
yi el d projections. However, Smart Wbod did review
Flor y Fauna’s growt h data, and the conpany al ready
was show ng above-average grow h performance. Based
on this prelimnary data, Smart Wod coul d not
determ ne definitively that Flor y Fauna's range of
grow h projections would not be obtained.”

[note: In the case of the Teakwood plantations |-V,
Fl or y Fauna has never published a range of growth
projections, rather, it has projected one single
projection. The Flor y Fauna Teakwood |-V

pl antations are also certified as ‘well managed’
under the Rainforest Alliance Smart Wod programme.
Flor y Fauna’s sal es brochures for the Teakwood |-V
plantations only refer to a single yield expectation
of 1,001.50 nB/ ha accunul ative | og volunme in 20
years, which corresponds to an MAI of 50.07 nB/ha.]

After having asserted that Professor Centeno has
informed Smart Wbod that he will not file a
conplaint at the Rainforest Alliance, the statenent
conti nues:

“Nonet hel ess, Smart Wod is treating M. Centeno’s
concerns as a formal conplaint. [...] Concerns wll
be addressed in a careful, systematic way that
treats all parties fairly. A subsequent report wll
provide nore detailed information on Smart Wod’' s
findings and Flor y Fauna' s certification.
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[ note: The outcone and ruling of the Rainforest
Al'l'iance ‘conpl aints procedure’ and the *findings’
of these investigations are eventually reflected in
a report by the Rainforest Alliance with date August
16, 1996.]

“World record on teak yield: truth or trickery?”
di stributed over forestry list by Prof. Dr. J.C
Cent eno.

Wageni ngen University Newspaper, WJB #10, publishes
a nore than full page article on Teakwood by Ir.
Laurens Vogel ezang. Excerpts:

CASTLES IN THE AIR ... MADE FROM TEAKWOOD

Teak Pl antation Controversies Frustrate Forestry
Sect or.

Sky high returns on investnent and world records in
t he production of tropical tinmber. Wth these
beautiful predictions and with support fromthe WAF-
Net her | ands i nsurance conpany OHRA lured thirteen

t housand i nvestors. They invested substanti al
anounts in young and petite Costa Rican teak trees.
Messages from a confused sector

The Dutch forestry sector is at its wits’ end what
to do about teak investnment conpanies. Financial
swingers, as a rule conpletely devoid of any
forestry know edge, rapidly unl eashed a boom of

i nvestment funds that tie down Dutch private savings
to tiny trees. [...]

The Teakwood entrepreneurs do not shy away from
sumoning critics before court. This happened to a
former Flor y Fauna advisor, L.H T. van Wezendonk,
who openly criticized the prom sed high rates of
return. Ohra |lost the court case.

The court hearing canme as a real bonb shell. OHRA
appeared to have increased the expected yields to
1,067 nB per hectare. Source of these projections
was remarkable: a bailiff. He had traveled to the
plantation in 1993, supervised by a civil servant
fromthe Mnistry of Agriculture and one fromthe
M nistry of International Cooperation. The civil
servant fromthe Mnistry of Agriculture endorsed

t he spectacul ar results and even considered themto
be conservati ve.

This was really taking it too far, observed

Prof essor R A A O deman. He anal yzed the data that
were presented and put themin the pillory in no
mean terms. [...]
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According to forestry faculty’'s K F. Wersum “ WAF
confuses neans and goals.” The organi zati on nade a

one sided choice for the big noney ... But WAF- NL
does not budge an inch ... quiet diplomcy fromthe
forestry faculty was of no avail. ... Sill, the

whol e affair can damage WAF- NLs good reputation.

... ]

Under strong political pressure, the forestry sector
works to stinulate trade in sustainably produced
tinmber. Certification is an inportant neans to reach
that goal. ... The FSC portrays itself as THE

i nternational organization for accreditation of
organi zati ons such as the Rainforest Alliance. To
this, absolute credibility is conditional; funbling
with untrue allegations in advertisenents underm nes
this process. The anger anongst foresters further

i ncreased because the FSC never openly refuted the
inproprieties. Al the nore so because WAF-NL i s main
sponsor to the FSC. [...]

Foresters frustrations reached their zenith when

M ni sters Zalmand van Aartsen [of Finance and
Agriculture; Treenmail’s note] answered questions
raised in Parliament, follow ng a television
broadcast by NOVA. Zal m decl ared t hat because of the
speci al character of the investnents he could not

| egal |y supervise the investnments. Van Aartsen added
fuel to the fire by stating: “it has not been proven
t hat the Teakwood pl antati ons cannot reach their
prognotised tinber yields”. He based this mainly on
the findings by the civil servant who acconpani ed
the bailiff, and who was no | onger taken serious by
forestry scientists.

Many forestry academ cs experience vicarious shane
ever since. Foresters slowy pool counter forces,
because qui et diplomacy proved ineffective. Forestry
consul tant Roneijn attenpts to strike up a public

di scussion over the Internet. The discussion clearly
denmonstrates how high frustrations and indi gnations
have risen. Via the net, Professor Centeno received
over 3,000 letters fromperturbed colleagues. [...]

WAF- NL headquarters ... prohibited its Wageni ngen
branch to organi ze a public debate follow ng the
NOVA broadcast. OHRA and WAF-NL di d, however, did go
public on March 4, with a report prepared by
scientists fromthe Costa Rican Centro Centifico
Tropical (CCT). The researchers state in the
executive sumary that yields from400 to 800 nB
appear attainable. [...]

According to de Graaf, Huizinga with his Flor y

Fauna plantations can attain just over 400 n8 under
extrenely favorable conditions. This concerns the
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total tinber mass, and not just those parts of the
stens that can readily be sawn. The forestry
faculty's staff nenber departs fromhis own research
experi ences, because the CST summary is totally
unsound; the methodol ogies are not specified and
essential data are lacking. “l read between the
lines that the researchers do not realize that they
have been tricked” states de Graaf. The researchers
appear to base their findings on data provided by
Fl or y Fauna, who are thensel ves under debate. “I do
not accept it when ny students produce such a
summary”, adds col | eague W ersum

The bickering seens to degenerate into a repetition
of noves. How can foresters react adequately in
order to forestall the next sordid experience? De
Graaf: “For scientists the only truth is reality. In
this case it can be nmeasured, but this should be
done properly. To end the debate Flor y Fauna shoul d
gi ve us perm ssion to neasure everything, but they
won’ t. Where noney reigns, this is what you can
expect.”

Wersum “One is confronted with ones’ ethical
[imts when so nuch noney is involved. In the past

t he di scussion was about the question if the faculty
coul d col | aborate with | oggi ng conpani es. Now t he
guestion has arisen if one has to distance oneself
fromorgani zations that, as part of afforestation,

t hrow noney about.”

Flor y Fauna circulates a letter formthe Director
Ebe Huizinga to all its investors in Teakwood I-V.
Excerpts:

Luckily, we have been able to get our growth
projections confirmed by the Tropical Science
Center, a renowned research organization in Costa
Rica. It is true, our trees grow very well, better
than any reference in literature. At the tine,
rather than to consult with the literature, we

mai nly | ooked into what the actual possibilities for
grow ng teak in the direct area were. Because of
proper and intensive managenent, we preform better

t han ot her plantation nearby but not by an extrene
mar gi n. These other, mainly snmaller plantations
serve us -in part- as guide for our forecasts. A9
year ol d nearby plantation has 400 nB standing

ti nber per hectare and another, 16 year old

pl antation | ocated at slightly |ess favorable site,
has 500 nB8 standing tinber. Al of this grew w thout
any mai ntenance and/ or managenent.

In many countries no nore than 15 nB8 per hectare per

year is attained. At our plantation, on the other
hand, growth figures are reached of over 40
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nB/ ha/ year. Measured over 20 years, the yield wll

wi t hout doubt |ie between 400 and 800 nB per

hectare. W are convinced that these figures can be
i ncreased considerably in the future if progress can
be made with genetic inprovenent, seed sel ection,
site selection and further research into nutrients.

Up to now the all projects are performng just fine.
Even if there are discrepancies in yield between the
various projects, all investors wll nake good
returns. [...] Mre than 95% of you has returned the
signed formto accord the new thinning regine and
the further processing of the tinmber. | can, once
nore, tell you that the processing will definitively
generate higher returns. The detour of the tinber
trade is shunted and we now count with e.g. interest
fromNorth Arerica and Italy for several of our
products, markedly for tables and chairs.

The first thinning in Teakwood | is now underway and
i s producing beautiful wood [note: for a conpany
statenent on the quantity consult with agenda entry
of April 28, 1996]. OHRA would like to see lots of
teak used for its new building. Wod derived from

t he thinning of Teakwood | can be used for this

pur pose. According to our |atest calculation, we
will not quite attain NLG 25,000 with our first cut,
but this is caused by thinning two years ahead of
schedul e which makes the stens thinner. [...] By the
way, the pre-thinning, renenber the so-called trash

[Dutch: ‘rommel’; author’s note] that we renoved,
still renders spare noney because part of it can be
processed. [...] In all, this neans that according

to our calculations the first investors may receive
what was expected in 1997.

[note: In WAF's Dutch | anguage summary of the CCT
report, the following is reported on the dates of
the thinnings in the Teakwood pl antati ons:
“Meanwhi l e, Flor y Fauna has thinned the plantations
twice. In February 1995 and a second tinme during the
visit of the CCT consultants. Thinnings are
performed on the basis of tree quality.”]

Press rel ease #22 issued by the Dutch Mnistry of
Agricul ture announces that the civil servant that
acconpani ed the bailiff (ref. entry of March 14,
1996) is advanced to a nuch higher position within
the Mnistry. The nutation is to take effect on
April 15, 1996 (see entry).

OHRA' s | egal representatives Ekel mans den Hol | ander
present a witten nmenorandum for the defense in the
case of alleged m sl eadi ng advertising brought
before the Standards Advertising Conmittee on
Decenber 6, 1995, by Van Wezendonk. Excerpts:
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OHRA bases itself on a report of Ir. Wuters,
foll ow ng an extensive mssion on behalf on the

M nistry of Agriculture, Nature and Fisheries, a
report by the Rainforest Alliance follow ng the
certification of the Teakwood project, a declaration
from Prof. Camacho dated Novenber 21, 1995, an
official recording by bailiff G oot and a report
fromthe Centro G entifico Tropical, |ikew se based
on an extensive research. In addition, OHRA s
argunments are supported by reference data from ot her
plantations in Costa R ca where tinber volunes have
been attained that are entirely in line with the
prognosi s of Flor y Fauna and OHRA.

Considering the prices that are already being paid
for 20 year old teak from Costa Rica and given the
circunmstance that -also according to Van Wezendonk-
prices will only rise in the future, the rates of
return will be within the bandw dth of 11-25% 1In
particular, this is valid now that nore than 60% of
t he Teakwood investnent policy's return is

determ ned by the returns fromcuts of the 20 year
old teak. To this nust be added that OHRA has agreed
that it will not acquire ‘standing tinber’ (in the
sense of trees as they stand in the plantation) but,
as a mninum sem-finished products. It follows

t hat higher prices nmust be paid than for standing
tinmber. But this is not all. At this point in tinme
there are advanced plans to process the wood into
e.g. furniture and this, again, will fetch a higher
price. For the purpose, all the necessary machi nes
and ot her equipnent is present at the Flor y Fauna
pl antations to process the tinber into furniture.
Wth that, all required furniture designs have been
pr oduced.

The positive effect of processing tinber into sem -
and finished- products has not been allowed for in
the calculations on the rates of return

The accreditation of organi zations for the
certification of plantations is in full sw ng, but
at the nonent not one organization worl dw de has
been accredited by the FSC for the certification of
such plantations.

OHRA i ntroduces, as Exhibit 5 a letter fromW
Braakhekke of WAF to Prof. Centeno of January 31,
1996. Quote fromexhibit 5. “Secondly, you wite
that FyF clained that it has been certified as “wel
managed” by the FSC, that OHRA seens to have done
the same and that this is unlawful. W have checked
t heir publications and have not found a single case
to support your allegation.”
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OHRA i ntroduces, as exhibit 27, the WA docunent
entitled *Naar een houtbare wereld . Excerpt:
“Recently, The Netherlands first producer of
tropi cal hardwood was FSC-certified for its good
managenent of the teakwood plantations.”

OHRA introduces, as exhibit 30, a letter from WAF
Director S. Wl dhek to OHRA' s | egal representative
Ekel mans den Hol | ander of March 20, 1996. Excerpts:
“From Decenber 1992 till April 1994, M. Van
Weezendonk has intensively tried to gain interest
from WAF and our international organization WA NT
for his Savewood project. W have al ways wondered
why he pl aced such strong enphasis on the secrecy
obl i gati ons concerning these docunents. Now we
finally understand. In his proposition, he prom sed
19% rates of return and portrayed to us that this
shoul d be considered as a conservative estinate.

[note: In his conparison between Teakwood and
Savewood, WAF Director Wl dhek appears to that the
Savewood project proposal, in apparent contrast to

t he Teakwood i nvestnent progranme, includes revenues
derived fromtinber processing as part as the basis
for attaining projected rates of return projected to
investors. This information on the Savewood
programme can be found in same docunentation from
the defense by of OHRA s | egal representative

Ekel mans den Hol | ander, Exhibit 22, Meno from WAF
Wade Adel eke to WAF Forest Advisory G oup of
Septenber 13, 1993. Inclusion of returns derived
fromtinber processing can substantially enhance
revenues for investors, according to the report on
Teakwood written by Prof. Laarman for the Rainforest
Al liance. Cross reference with agenda entry of
August 16 and Decenber 18, 1996. ]

[note: OHRA introduces the WAF publication ‘Naar een
Hout bare Wereld® (first edition) as exhibit # 27,

wi t hout correction note (ref agenda entry for Apri

1, 1996).]

M ni sters answer to second round of questions raised
by the G eens in the Dutch Parlianent. M nister of

Fi nance announces that he is not willing to exert
control over teak investnent schemes. DA S announces
that it has cancel ed a workshop on Dutch plantation
i nvest ment schenes in devel oping countries. DA S had
al ready conmm ssi oned preparation and organi zati on of
this workshop to the Foundati on BCS.

In addition, Mnister Pronk announces to the

Parliament that Prof. J.C. Centeno will not be
invited to The Net herl ands.
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[note: At the tinme of publication of this agenda,
DA S still fails to comunicate the nature of this
decision to Prof. J.C. Centeno. Cross reference this
with Prof. Centeno’s request as reported in agenda’ s
entry for January 25, 1996. ]

In March 1996, OHRA circul ates the * Teakwood
I nfornmation Bulletin’.

In the section ‘market and price/quality’, OHRA
states that:

Two factors that will w thout doubt positively
influence the proceeds in the future, i.e.

processing into sem -finished product and the

ecol ogi cal hallmark (fromthe Rainforest Alliance)
have, as a matter of prudence, not been incorporated
in the calculation of the expected rates of return.”

In the section ‘tinber yields’, OHRA describes its
perception of the relationship between di aneter and
vol une i ncrenent.

“I'n the brochures of both Flor y Fauna and OHRA, a
bandw dth of tinber yields is predicted. On this, in
part, the rates of return are based.

The tinber yields are related to the nean di aneter
increment of the trees. In the said brochures, a

m ni mal annual growth of 1.5 cm and a maxi mal annua
gromh of 2.2 cmper ha are predicted. Translated to
cubic nmeters, this cones down to a total yield (four
cuts) of 400 nB to 850 nB over 20 years.”

The FSC Secretariat publishes a statenent called an
“Update on the Flor y Fauna Case” with date * Apri
1996’ (no precise day is given). The statenent
reflects the decisions taken at the 8th FSC Board
neeting of early February 1996. Excerpts:

2 The Board deci ded the follow ng:

(1) That Julio Cesar Centeno’s chall enge of the Flor
y Fauna certificate should be dealt with first by
the certifier as a formal conplaint according to
their internal procedures, as required in the FSC
Accreditation Manual ; and that the FSC shoul d i nvoke
its own appeals procedures at either the | evel of
the Secretariat, or the FSC task force on
accreditation appeals, only after due process had
been followed by the certifier, and appealed to the
FSC Secretariat.”

“3 (') [...] Chris Elliot has stepped down as
Taskf orce Chair [...1.”
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“6 Wth regard to the Flor y Fauna case, Julio
Cesar Centeno drew the Secretariat’s attention to
cl aims about the Flor y Fauna certification nade in
brochures produced by OHRA a Dutch insurance
conmpany, and WAF- Net herl ands (WAF-NL). the
Secretariat has sent letters to both OHRA and WAF- NL
to explain our policy, and to request that they
correct any ms-statenments in their respective
brochures and ot her places where the original ms-
statenments circul ated. WAF-NL i nformed us that they
realized their error after the fact, and
subsequently included a correction notice inside
their brochure.”

[note: see final note on agenda entry of March 26,
1996. ]

FSC Director T. Synnott inforns OHRA on the claimto
a certificate issued by the FSC for the Flor y Fauna
plantations that: “W urge to ensure that statenents
of this kind are withdrawn i medi ately.”

[note: This letter was made public by OHRA by its
subm ssion as an exhibit for the defense in a
hearing at the Standards Advertising Comm ttee which
ruled on May 9, 1996. ]

[note: This letter contains no reference whatsoever
to a request for correction of ms-statenents by
OHRA and WAF, as reflected in the FSC Board deci si on
of early February where the Board states that: “the
Secretariat has sent letters to both OHRA and WAF- NL
to explain our policy, and to request that they
correct any ms-statenments in their respective
brochures and ot her places where the original ms-
statenents circul ated. "]

[note : see agenda entries for January 8, February
6, April 1 and June 25, 1996]

“The devel opnents surrounding the teak plantations
and teak investnents have the appearance of a soap
opera. Disputes over prom sed rates of return, sales
conpani es and researchers that give each ot her hel
over reports, (threats to) legal action and
extensi ve nedi a coverage. The soap opera can even
count with international success. Next to teak
plantations in Costa Rica, Brazil, Ghana and India,
wal nut projects in Portugal and Robi na plantations
in The Net herl ands have recently been introduced.
Meanwhi l e, the answer to the true rates of return
lies in the future, after all, what will the teak
revenues, teak prices and the dollar exchange be
like in sone twenty years from now?”
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Source: ‘Houtwereld , issue ‘96-7, page 20 (box 1 of
feature article).

OHRA circulates a letter to all investors in
Teakwood VI-VIII (excerpts):

“OHRA currently advertises with an expected rate of
return of 14, 16 or 18% In the brochure that can be
requested through the advertisenent it appears that
there is actually a bandwi dth of 11-25% This
depends on the gromh (tinber yields), the market
price of the tinber after cutting and the dollar
exchange rate (the world s tinber market trades in
dollars). Presently there are eight generations of
teak trees on the Flor y Fauna plantation. Thinning
of the first generation has recently taken pl ace.
The yield, with regards to tinber quality, quality
and price, is conform expectations [note: cross
reference entry for January 28, April 4 and August
5, 1996]. Part of the wood will be used to produce
furniture, another part will be processed into
flooring and parquet. Very recently, Flor y Fauna
has inforned all its initial investors that they
will receive the first returns conform expectations
in early 1997. This does, by the way, not concern

t he OHRA Teakwood policies; those trees will be

t hi nned shortly.”

In addition, OHRA circul ated an attachnent with date
‘“March 1996' entitled * OHRA Teakwood
Informatiebulletin” to all its investors. Excerpts:

“The project develops entirely within the bandw dth
of the clained prognosis. This is supported by

i ntensive nonitoring, scientific supervision
(certification !') and under accountants

surveill ance.”

“... OHRA, with Flor y Fauna, is of the opinion that
a base price of USD 565 | eaves nore than enough
margin to corroborate the prognotized prices, and
the price that Flor y Fauna believes it will realize
in the future. Inmplicitly, this takes account of the
fact of a |ower perceived market quality in
conmparison to the 60-80 years old Burma teak.”

“The OHRA brochures nention different paraneters

(di ameter increnent, exchange rate of the dollar and
annual price increases) that will influence the

hei ght of the final return. Exchange rates to the
dollar of 1.50 to 1.95, dianmeter increnents of 1.5
to 2.2 cmper year, an annual price increase for
tinmber of 2 to 9% are all nentioned. In that case,
the return will fall between 11 and 25% Being the
nost |ikely bandw dth, the OHRA brochures and
advertisenents depart from14 to 18%”
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“I'n order to remain on the safe side, two factors
whi ch have a positive influence on the rates of
return in the future, specifically the processing
into sem -finished or finished product, and the

ecol ogi cal label (fromthe Rainforest Alliance) have
not been taken into account for the purpose of

cal cul ating the expected rates of return.”

“I'n both the Flor y Fauna and the OHRA brochures, a
bandw dth of tinber yields is predicted. On this the
rates of returns are based. The tinber yields are
related to the nean dianeter increnment of the trees.
In said brochures, a mninmmgrowh of 1.5 cm per
year is predicted and a maxi numgrowth of 2.2 cm per
year (see above). Translated to cubic nmeters this
boils down to a total yield (four cuttings) of 400
n3 to 850 nB over the entire period of 20 years.”

“According to forestry experts the tinber yields
will “without a shimer of a doubt’ fall between the
bandw dth of 400 to 850 n8.~

“The Rainforest Alliance is anongst the fist four
certification institutes worldwi de to have been
accredited by the Forest Stewardship Council. Only
teak derived froma plantation that has been
certified by an institution that has been accredited
by the FSC can carry the FSC | abel. This label is a
guarantees for plantation tinber that it is sourced
froma plantation that is nanaged according to the
hi ghest standards of environmental, social and
econom ¢ managemnent . ”

[ note: The above conmuni cati ons nmake no reference
what soever to the yield projections that were
verified by the Rainforest Alliance during the Smart
Whod assessnent of March 1996, which were based on
nmeasurenments taken by Flor y Fauna in January 1996;
see entry of June 8, 1996.]

“However, the neteorol ogical station closest to the
pl antation was cl osed down in 1983. Recent and

accurate data on the weather conditions in the area
near to the plantation are therefor not avail able.”

[ note: the Teakwood VI, March 1993, brochure states:
“On the basis of neteorological data over the |ast
20 years, we can assune that the first thinning
could be achieved in the seventh year after planting
the trees. Because an unfavorabl e season can al ways
occur during the fist couple of years and to err on
the safe side, the calculations {for the yield

proj ections} are not based on this assunption.]

“The 1990 base-price of USD 565 that Flor y Fauna
used for teak as standing tinmber is OHRA s point of
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departure for calculating its prognosis. It is

i mportant to know that in 1991/1992 Flor y Fauna
sold 20 year old teak (sawn and dried) in The

Net herl ands for prices of NLG 2,500 to 3,000. O her
teak exporters from Costa Rica recently sold agai nst
prices varying between USD 850 to 1,200 per n8,
notably in the USA

G ven the recent prices that were actually made,
OHRA (together with Flor y Fauna) believes that the
base-price of USD 565 | eaves nore than enough
headroomto set the prices as prognotized and to set
the price that Flor y Fauna believes it will make in
the future.”

[ note: OHRA apparently inforns or discloses for the
first time toits investors that the 1990 base price
for standing tinmber as used for its cal cul ations of
the rates of return to investors has retrospectively
been increased from USD 450 to USD 565 per nB. The
Teakwood VI sal es brochure of March 1993 states
about the 1990 base price for raw teak logs in Costa
Ri ca: “The cal culations for TEAKWOOD VI depart from
a base-price for teak of USD 450 per nB. However,
in 1992, the price in Costa Rica had already risen
to USD 585 per nB. Thus the cal cul ati ons have a
built-in a fall-back of USD 100 per nB8. This, once
agai n, denonstrates the extremely conservative,
hence safe, approach.” Cross reference with agenda’ s
entry for March 4, 1996.]

“The Rainforest Alliance is anong the world s first
four certification bodies that has been accredited
by the Forest Stewardship Council (FSC)

Only teak that is derived fromplantations that have
been certified by an FSC accredited organi zati on may
carry the FSC | abel. This | abel guarantees that the
plantation tinber is derived froma plantation that
has been managed accordi ng to the hi ghest

envi ronnental , social and econom ¢ managenent
standards.”

[ note: This conmmunication to OHRA' s Teakwood

i nvestors contains no reference to the incorrect
clainms that OHRA, Flor y Fauna and WAF have nade to
a certificate issued by the FSC for the Flor y Fauna
pl antations, or of the fact that the Rainforest
Al'liance accreditation contract with the FSC does
not cover plantation forestry.]

[ note: For the occasion, OHRA submtted the March

1993 Teakwood VI brochure to the Commttee as
exhibit in evidence for the defense.]
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Flor y Fauna’ s representative Jan van Rossum
announces that the CCT report “wll be published
soon.” (source: Het Financieele Dagbl ad, page 11.)

Treemai | comruni cates to key- FSC Board nenbers and
the FSC Secretariat [cross reference: FSC statenent
of June 25, 1996]:

“End of Decenber 1995 Tim Synnott phoned our office
and convinced hinmself that | understood perfectly
wel | the distinction between certification and

endor senent, which is not too hard for sonmeone who
was brought up bi-lingual and was | ater trained as a
tropical forester. | have never, to ny know edge,
confused these ternms neither in English or in Dutch.
We have seen many euphemi sns used to snpot hen

m s-information produced intentionally by F&F,

WAF- NL, OHRA and Van Rossum Van Veen, including sone
of these statenents originating from GCaxaca.

Exanpl es of such statenents are: unfortunate,
premature, m stake, slip of the pen, and now
possibly a | anguage difficulty.

I ntentional ? Yes, because even after being
confronted with the m sl eading nature of the
statenents, WAF-NL -as | quoted- still naintained
use of FSC certified to the press. And yes, since
WAF- NL brochure, OHRA advertisenents and F&F
statenents in court skipped any nention of RA when
el aborating the subject. Nor will it suffice for RA
to investigate Flor y Fauna advertisenments, since we
all know quite well that advertising for Teakwood is
done by OHRA, and not by Flor y Fauna. And even nore
yes, since Teakwood is backed by a scientific

advi sory board whose nenbers are all perfectly
capabl e of understandi ng these issues and of
handl i ng any of the possible |anguage barriers

bet ween Dutch and English that you refer to. Also,
this hide and seek ganme was prolonged for nonths as
parties were unable to find statenments produced by
OCHRA and WAF-NL that were printed and distributed
over 1,500,000 tines or to verify statenents nmade in
court; and is apparently even maintained after
Treenmai | faxed copies of sane to RA and FSC.”

A J.M Wuters is advanced to the much higher
position of interimDi rector of the Directorate

Sci ence and Know edge Transfer of the Mnistry of
Agriculture, Nature and Fisheries, a key position
for controlling these budget lines for the

Agricul tural University of Wageni ngen and the
cluster of agricultural research institutions ‘DLO
(ref: *Wagenings Alumiblad’, June 6, 1996).

A J.M Wuters is the author of an official report
on the Teakwood plantations by the Mnistry of
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Agricul ture which was published early 1994 and of
several declarations before courts in support of
Flor y Fauna. Meanwhile, it has surfaced that he is
al so the President of Flor y Fauna’s scientific
advi sory board. The independence of M nisteri al
report and its author were claimed by WAF-NL' s
Director S. Wldhek in a letter to the editor in the
nati onal newspaper NRC, published on Decenber 30,
1993, where he announced this report would be an

“i ndependent and professional evaluation of the
project” [note: cross reference Treemail’s
publication over the Internet forestry list of June
5, 1996].

This Mnisterial report contains the follow ng text
(on page 11):

[caption in bold typeface:] “Conclusion on the
cal cul ations of the rates of return and prognoses”

“OHRA and FYFSA have been conservative in their
calculations ..."

Prof essor J. Centeno publishes the foll ow ng
comments on this docunent in an article called *The
el usive credibility of forest managenent
certification clainms’, June 20, 1996. Excerpts from
the coments by Professor Centeno:

As | ate as Decenber of 1995, Flor & Fauna introduced
as evidence in a court of |law a docunent fromthe

M nistry of Agriculture of the Netherlands, dated
Decenber 28, 1993 [Reference 9], where the M N MUM
expected yield for these plantations is established
at 1,057 M3 per hectare during the 20 year rotation
period. This inplies a M N MJM nmean annual i ncrenent
of nearly 53 M3 per hectare per year!

The same M nisterial Report was introduced as
evi dence by OHRA to the Standards Adverti sing
Conmittee for the hearing of May 9, 1996.

[ NOTE (by Prof. Centeno in his article): This
docunent has proved to be an enbarrassnent to the

M nistry of Agriculture, due to its specul ative
nature, to its lack of professionalism and to the

i nclusion of such an array of elenentary n stakes
that would flunk first year forestry students at any
Uni versity.]

[note: also see this agenda’s entry of February 18,
1996]

The M nisterial report is one of the very few

sources of publicly available information that
contains any detail on the ‘innovative managenent
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techni ques’ at the Teakwood pl antations as cl ai ned
by Flor y Fauna, OHRA and WAF. Under conditions

whi ch are described in the Mnisterial report as:

“it is not known what nutrient deficiencies are
present in the soil or what deficiencies may turn up
in the future” and where the report’s author asserts
that: “soil research is recomended”, the author of
the report also infornms his readership of the
foll ow ng:

“Before planting, a dose of 200 granms of cal cium
carbonate is given to the soil of each planting
hole. After 1 growi ng season in 2 holes adjacent to
each tree at a depth of ca 30 cm NPK fertilizer

12/ 24/ 12 or 10/30/10 is applied (to stinulate height
increment). Fromthe fourth year onward, simlar
application is changed to NPK 15/3/31 pl us dol okal
whi ch contai ns magnesi um (to stinul ate di aneter
increment and in reaction to too |ight coloring of
the | eaves).”

Questions in Parlianent to the Mnister of Finance
rai sed by WD, a political party that is coalition
menber of the Dutch Governnment, as a result of
publicity surrounding ostrich farm ng, di anond and
teak investnment schenes, and calling for effective
control by the Mnister [note: agenda entry on

M ni sters answers for May 30, 1996].

Synposi um presentation by Treemail’s Director at

Uni versity of Twenthe. The DG S representative and
speaker at the synposium Ph.J. Bastiaenen, inforns
t he synposium public that D@ S has had no ties or
deal i ngs what soever with Teakwood. An Engli sh

| anguage version is of the presentation is published
on June 5, 1996.

Treemai |l took stock of reports in the Dutch press
that followed upon the NOVA tel evision broadcast of
Novenber 23, 1995, and closing on April 3, 1996. The
follow ng publications were identified (although no
claimto conpl eteness of the following list can be
gi ven):

24-11-1995 NRC Handel sbl ad; 25-11 Drentse Courant,
G oni nger Courant, Friesch Dagbl ad; 30-11 Het

Ver zekeri ngsbl ad; 06-12, Verzekerings Magazi ne; 08-
12 Bel eggi ngs Expres; 23-12 Leeuwarder Courant; 28-
12 De Tel egraaf, De Gooi- en Eem ander, Haagsche
Courant; 29-12 Arnhense Courant, Deventer Dagbl ad,
CGel ders Dagbl ad, Overijssels Dagbl ad, Haagsche
Courant, N euws van de Dag, De Tel egraaf, De

Gel derl ander, De Stem De Gooi- en Eemnl ander,

Ni euwsbl ad van het Noorden, Het Financieel e Dagbl ad;
5-01- 1996 Bel eggers Bel angen; 7(7?)-01 Houtwereld;
11-01 De Tel egraaf; 18-01 Consunenten-CGel dgi ds; 19-
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01 NRC Handel sbl ad; 29-01 Goudsche Courant, Haagsche
Cour ant, Leeuwarder Courant, Dagblad Rivierenl and,
Utrechts N euwsbl ad, Vel uws Dagbl ad, Apel doornse
Courant, Arnhenmse Courant, Deventer Dagbl ad, Gel ders
Dagbl ad, Overijssels Dagbl ad, Twentsche Courant,
Dagbl ad van Al nere, De Gooi- en Eem ander, De Stem
De Vol kskrant, Dagbl ad Tubanti a, Drentsche Courant,
G oni nger Dagbl ad, Haagsche Courant; 02-02 Het

Fi nanci eel e Dagbl ad; 07-02 Brabants Dagbl ad, De

CGel derl ander, Het Financieel e Dagbl ad, Arnhense

Cour ant, Leeuwarder Courant, Reformatorisch Dagbl ad,
Drentse Courant, G oninger Dagbl ad, Apel doornse
Courant, Arnhenmse Courant, Deventer Dagbl ad, Gel ders
Dagbl ad, Overijssels Dagbl ad, Goudsche Courant,
Haagsche Courant; 9-02 Bel eggers Bel angen, Brabants
Dagbl ad, De Cel derl ander, Het Fi nancieel e Dagbl ad;
13-02 De Tel egraaf, N euws van de Dag; 14-02
Arnhense Koerier; 17-02 El zevier; 22-02 Het

Fi nanci eel e Dagbl ad; 23-02 Assuranti e Magazi ne; 1-03
I nt ernedi ai r; 05-03 Haarl ens Dagbl ad, Leidsch

Dagbl ad, | Jnui der Courant, Linburgs Dagbl ad, Dagbl ad
van Al nere, Amersfoortse Courant, Dagbl ad

Ri vi erenl and, Utrechts N euwsbl ad, Vel uws Dagbl ad,

Ni euwsbl ad van het Noorden, Friesch Dagbl ad, De
Stem Al geneen Dagbl ad, De Dortenaar, Dagbl ad
Tubantia, De Linburger, Leeuwarder Courant, De

CGel derl ander, Het Financieel e Dagbl ad, Het

Fi nanci eel e Dagbl ad, Haagsche Courant, NRC
Handel sbl ad, De Tel egraaf, N euws van de Dag, De

Vol kskrant, Arnhense Courant; 7-03 WJB; 8-03

Bel eggers Bel angen; 14-03 WJB; 15-03 Stichting Bos
en Hout, Alerta; 21-03 WJB; 26-03 Het Financieele
Dagbl ad, Het Fi nanci eel e Dagbl ad, Trouw, 27-03 Het

Fi nanci eel e Dagbl ad, Het Fi nanci eel e Dagbl ad, Het
Par ool , Brabants Dagbl ad; 28-03 WJB; 3-04 Het

Fi nanci eel e Dagbl ad, Hout wer el d.

In a circular to investors of Teakwood |-V
(Teakwood-i nfo) Flor y Fauna reports:

“The pre-thinnings for TWI - V are conpl eted, and
in TWVI a partial pre-thinning was executed.” and

“The thinnings of Teakwood |-V have resulted in the
production of 65 nB sawn tinber. [...] Only stens
with a dianeter of nore than 8 cmare processed into
board.”

[note: Cross reference with agenda entries of
January 28, April 9, August 5 and 16, 1996, for
exanpl es of conflicting conpany statenments to this
i ssue. ]

DA S publishes a full page article entitled “OHRA

does not mslead investors” in the May 1996 issue of
“International e Samenwer ki ng’ .
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[ note: The nagazine ‘International e Sanenwerking is
the official organ of the public information service
on international cooperation fromthe Mnistry of
Foreign Affairs, D@ S. Cross reference with agenda’s
entry for May 9, 1996, in order to appreciate that
precisely the all eged m sl eading nature of the OHRA
adverti senents was subject of a pending dispute at
the Standards Advertising Coonmittee at the tine of
the official D@ S publication. The case eventually

| eads to the condemati on of OHRA for the m sl eading
nature of its advertisenents on July 29, 1996.]

The Standards Advertising Commttee rules on
conpl ai nts against five teak investnment schenes,

i ncl udi ng Teakwood. Core of the dispute are the
advertised rates of return to investors of “14-18%
or nore ...” and the validity of advertised cl ains
by OHRA that the Teakwood pl antati ons woul d have
been certified by the FSC.

Inits witten nmenorandum for the defense, OHRA s
| egal representative Ekel mans den Hol | ander i nforns
the Commttee on the CCT report as foll ows:

“]...] a four day research was executed at the
pl antations; 19 Decenber 1995, 11 and 12 January
1996 and 21 January 1996. In addition the

pl antations were visited on 21 February 1996 and
di scussions were held on 19, 20 and 21 February
1996. "

On page 38, section 34, OHRA' s |l egal representative
states:

“The positive effect of tinber processing into sem
finished product and into finished products such as
furniture has ... not yet been taken into account
for the purpose of calculating the rates of return.”

OHRA' s | egal representative also submts in

evi dence, as exhibit # 5, a fax nessage from W\
Arnol d van Kreveld to Julio Cesar Centeno with
copies to Chris Elliott, Wade Adel eke, Joop van Veen
and Jan van Rossum wth date Cctober 17, 1993.
Excerpts of this letter:

“Land acquisition is $ 3000/ ha.”

“All of FYF s financial prognoses are based on
prices for logs within Costa Rica.”

[note: the case is heard in appeal on July 18, 1997]
Flor y Fauna submits its first contribution to the
Internet forest mailing |ist, and announces to
circulate the English translation of an article from
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t he Dutch | anguage nmagazi ne ‘ Money' “shortly” (which
never nmaterialized).

In a letter of May 23, 1996, OHRA s Vi ce- President
Janssen wote a letter to Professor Centeno that
carried an English translation of the article as an
enclosure. It came with the follow ng quotation

“PS: For your information and clarification, we

encl ose an article froma reputable Dutch financi al
magazi ne, which will give you insight in the notives
of certain people involved in the regrettable

t eak-war.”

10- 05 WAF circul ates a public announcenment on the Flor y
Fauna case as heard at the Standards Adverti sing
Commttee on May 9, 1996 (full text):

TO WHOM | T MAY CONCERN

HERE FOLLOANS A STATEMENT BY WAF NETHERLANDS ON THE
VERDI CT OF THE DUTCH ADVERTI SI NG CODE COWM TTEE
REACHED ON THE 9TH OF MAY 1996.

| F YOU CANNOT READ THI S MESSACGE PLEASE NOTI FTY
STAPEL @W\F. NL

THANK YQU.
OHRA wi ns teak case

On television, in press releases and on | nternet,
forestry specialist Prof. Julio Centeno has accused
OHRA in very harsh term nol ogy of m sl eading the
Dutch public with its advertisenents about the Flor
y Fauna teak plantation and at the sanme tine
guestioned the invol venrent of WAF The Net herl ands.
Prof Centeno’s ally, M. Van Wezendonk filed an

of ficial conplaint about these advertisenments with
the Dutch Advertising Code Conmittee (Prof. Centeno
calls this institute the Code of Ethics on
Advertising’ ). Tinme and again attention was drawn
to the fact that the OHRA's clains were so
outrageous that they were now even going to be
scrutinized by this public body.

Wth so nuch publicity about this case, it is
interesting to |l ook at the outcone. Yesterday, 9
May 1996 the Dutch Advertising Code Conmittee has
presented its conclusions. | T REJECTS ALL

COVPLAI NTS MADE BY MR VAN WEEZENDONK | N NO
UNCERTAI N TERMES.

The Dutch Advertising Code Conmttee concludes that:
- OHRA has NOT published m sl eadi ng adverti senents;
- OHRA has NOT painted a too rosy picture of the
returns; and
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- OHRA has NOT nade false clains regarding the FSC
certification.

It is furthernore interesting to note that M. Van
Weezendonk has filed simlar conplaints with the
President of the District Court in Leeuwarden (The
Net herl ands). These were rejected on 24 Decenber
1993 and 22 March 1995.

The concl usions of the Dutch Advertising Code
Conmittee confirmthat in a field where sone ot her
conmpani es mght want to try to grab a quick buck on
t he bandwagon of green teak investnents, OHRA has
been very careful and responsible in its approach to
t he public.

The Flor y Fauna plantation has been the subject of

i ntense scrutiny, following the press attacks of
Prof. Centeno. The results prove that al
accusations are false. The growh projections have
been confirned in the field by the Centro G entifico
Tropical (a renowned and i ndependent institute from
Costa Rica).

The financial aspects of the OHRA proposition have
been confirnmed by KPM5 (a well know i nternational
accountancy firnm). The advertisenent clains have
now, once again, been confirmed as correct by the
Dut ch Advertising Code Commttee.

The concl usion nust be that the Flor y Fauna

pl antation continues to be an exceptionally

i nteresting devel opnment on the road to sustainable
t eak production, which is so necessary to relieve
the pressure fromthe natural forests

[ note: The case was later heard in final appeal,
with the result that OHRA was wonged on precisely
the follow ng points that were nmade by WAF:

- OHRA has NOT published m sl eadi ng adverti senents;
- OHRA has NOT painted a too rosy picture of the
returns; and

- OHRA has NOT nade false clains regarding the FSC
certification

Does this nmean that the ‘conclusions’ in the above
WAF press rel ease should be reversed? They shoul d
not, at least not according to WAF s logic and | ater
public pronouncenents on the Teakwood case. ]

Francis Sullivan, of WAF-UK, |eader of the WA
Forests for Life programre and Board Menber to the
FSC, infornms Treemail’s office that: “I have been
foll owi ng these devel opnents closely in nmy capacity
as a nmenber of the FSC Board and in view of the
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i nvol vement of WAF Net herl ands. | understand that
there is full involvenent of all interested parties
within Holland and Costa R ca and that a sol ution
appears to be energing.”

[note: The solution hinted at by this FSC Board
menber is likely to be echoed in the FSC public
statement of June 25, 1996, and in its continuation
in the Rainforest Alliance report on an all eged
conpl ai nts procedure which is dated August 16, 1996.
It is also noted that Centeno, Van Wezendonk and
Ronmeijn were not included in the term*‘all parties’
that Sullivan refers to.]

20- 05 Treemai |l sends an open letter to FSC s Director of
the Board with question on independence of
accrediting body (FSC) fromtinber producing entity
(WAF-NL) . No response was ever received.

28- 05 FSC s newly opened NL office sends a generic
mai | ing, including an introductory letter fromthe
new of fice dated April 9, 1996. Enclosed in the
mailing is a report on the FSC Board neeting of
early February, with the Board s decision to request
rectification of incorrect claimto FSC
certification for Flor y Fauna plantations to WAF- NL
and OHRA. Enclosed in the mailing is the March 11
1996, Smart Wbod statement on certification of Flor
y Fauna, 1996. This mailing does not contain FSC s
March 11, 1996, statenent.

30- 05 M nistry of Finance again rejects call for contro
of teak investnents, in answer to questions raised
by the WD in Parliament (ref: ‘NRC Handel sbl ad’,
May 31, 1996).

04- 06 NOVA' s feature on Teakwood entitled ‘ Geen Gol d’
whi ch was broadcast over national television on
Novenber 23, 1995, is nom nated as one of three
candi dates accepted to conpete for the Financi al
Press Award.

This is the first tine ever that a tel evision
progranme has received a nomnation for this
prestigi ous award.

05- 06 Treemai | publishes an English text version of the
Uni versity of Twent he Synposium presentation of
April 18, 1996, over the forestry list.

08- 06 Flor y Fauna finalizes its “Internal Monitoring
Report # 13”.

According to the Rainforest Alliance report of
August 16, 1996, this Flor y Fauna report contains
Flor y Fauna’s yield projections (accunul ative
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‘commercial’ log volune) as being plantations

bet ween 259 and 416 n8 per hectare over the 20 years
peri od. According tot the Rainforest Alliance, these
proj ections “supersede” all of the conpany’s
previous projections, in fact, these figures
“reflect Flor y Fauna’s |earning and adjustnments in
the last three years” (and using the Keogh equation
for Central America), “it will be a nunber of years
nore before precise estinmates on final yields can be
offered” and, in Smart Wod’'s opinion, all previous
projections “are now w t hout basis for current and
future purposes” and in its report Smart Wod
reconmends OHRA and Flor y Fauna to abstain from
usi ng these previous projections.

According to the Rainforest Alliance, the data for
the present projections were taken by Flor y Fauna
in January 1996, and verified by the Smart Wod team
during the annual audit in March of 1996.

According to the Rainforest Alliance, the Flor y
Fauna Monitoring Report #13 is classified as conmpany
confidential. Only in a Rainforest Alliance report
of August 16, 1996, are excerpts made publicly
avai | abl e.

In a press rel ease, WAF-INT declares the |1 SO 14001
proposal “a shamcertification systeni.

Publication of *The elusive credibility of forest
managenent certification clains’ by Prof. J.C
Centeno over the forestry list.

FSC Secretariat prepares a ‘public statenment’ naned
“FSC/ OHRA/ WAF- Net her | ands”. Most |ikely, the FSC
makes this ‘public statenent’ available only (?) to
OHRA and WAF- NL.

[note: this ‘public statement’ by the FSC was copi ed
to defendant OHRA, but not to plaintiff Van
Weezendonk or to anyone else that Treemail is aware
of , rather, copies of this FSC ‘public’ statenent
were apparently circulated only on or after July 17,
1996, by the FSC Secretariat].

In its statenent the FSC Secretariat references a
letter fromthe FSC to OHRA (see agenda entry of
April 3, 1996). This FSC public statement and the
letter to OHRA are both introduced as exhibit by
OHRA for the Standards Advertising Commttee hearing
of July 18, 1996.

[ note: conpare with agenda entry of February 6, 1996

to appreciate how, in practice, the decision by FSC
Board with that date has transpired into the FSC
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Secretariat’s comunications to e.g. OHRA; and
conpare with the entry for May 11, 1996]

In its ‘public statenent’ the FSC Secretari at
informs that: “During the period August 1995 to
January 1996, a brochure published by WAF-

Net her| ands and several newspaper advertisenents by
OHRA linked FSC s nane with the Flor y Fauna

pl antations and the Smart Wbod certificate. They
wongly stated or inplied that the plantations had
been certified by the Forest Stewardship Council.
These statenents were incorrect on two counts,
because the FSC does not carry out certification,
and because the FSC does not yet endorse or
recogni ze the plantation certificates issued by FSC
accredited bodies.”

[note: The advertisenents and the WAF publication
referred to by the FSC Director contain no reference
what soever to the Rainforest Alliance or its Smart
Wod certificate for the Flor y Fauna plantation.
These docunents only refer to a ‘certificate issued
by the FSC for the Flor y Fauna plantations. WA\
publicly reiterated its claimto a certificate

i ssued for the Plantation by the FSC in several

Dut ch newspapers as |late as February 9, 1996, even
after this incorrect claimwas subject of a
conplaint was officially submtted to the Standards
Advertising Conmittee on January 10, 1996. In
addition, refer to the January 31, 1996, letter by
the WAF Director of Conservation which was copied to
the FSC Secretari at. ]

About OHRA, the FSC Director states that: “They soon
di scovered the error, but because of production
tinmes the statenments appeared once nore in a mailing
di stribution.”

[note: According to OHRA, the last tinme the
fictitious claimwas nmade in mailing distributions
i s Novenmber 30, 1995.]

FSC Director sunms up: “The FSC concludes that the
m st akes nade by WAF- Net herl ands and OHRA were
unintentional”, and that the FSC is therefore
“satisfied”.

[note: The fact that the advertisenments including
the incorrect claimto a certificate issued by the
FSC were denied after the matter had been formally
brought to the attention of the Standards
Advertising Conmttee on January 10, 1996. Such
denials were made by e.g. Rainforest Alliance, Van
Rossum Van Veen Consultants (according to the

Rai nforest Alliance letter of January 28, 1996) and
by WAF on January 31, 1996. Consult and conpare this

47



28- 06

28-06

with the agenda’s entry for January 10, 28 and 31,
February 7, 9 and 22, July 18, 1996, and with the
references given for those entries; also cross-
reference with note on Smart Wod rel ease date March
11, 1996, and with the entry for April 12, 1996. The
FSC s conclusions are | ater shared by the Rainforest
Alliance in their report of August 16, 1996].

[note: The FSC Director thus chooses the key-word
“Unintentional” to describe his principal conclusion
on the advertisenents, after Flor y Fauna nade this
claimin court, after Rainforest Alliance had
clainmed that this had not happened in adverti sing,
after OHRA denounced Professor Centeno’s allegation
t hat such a false claimwas nmade as “totally

unf ounded” and after WAF and OHRA reiterated their
claimto the press even when the case had been
brought to the attention of the Standard Adverti sing
Conmittee and after WAF deni ed ever to have made
this claimwhen addressing the Dutch Royal House.]

In a footnote the FSC announces that: “This neno
does not cover criticisns concerning growh yield
and price estimates made by Flor y Fauna, and the
financial yield and return on investnent estinmates
made by OHRA. This part of the conplaint is being
dealt with by Rainforest Alliance, follow ng due
process for handling conplaints, although no fornmal
conpl ai nt has been | odged. As part of this procedure
M . Laarnman, an econom st, has been hired by

Rai nforest Alliance to investigate the validity of
these estimates and visited the Flor y Fauna
plantations in the first week of June. Wen his
report has been subm tted, Rainforest Alliance wll
follow their conplaints procedure to ensure the
resolution of this issue [ref: entry for August 16,
1996]."

Het Fi nanci eel e Dagbl ad (the Financial Daily)
announces transfer for WAF-NL public relations
director F. Strietman, as per Septenber 1, 1996.

OHRA' s | egal representative Ekel mans den Hol | ander

i ntroduce a Menorandum of Reply at the Standards
Advertising Committee. The follow ng statenments on

t he subject of tinber yield expectations by OHRA and
Fl or y Fauna should be cross referenced with this
agenda’s entry of June 8, 1996. Excerpts from OHRA s
pl eadi ng:

On page 41, after having referred to the Mnisteri al
report ‘Wouters’, the answers to Parlianment by the
M nister of Agriculture, the Rainforest Alliance
Smart Whod Director to FSC Board of Directors and
Director of February 28, 1996, the CCT report, Prof.
Camacho’ s letter to OHRA and WAF of Novenber 21
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1995 and the official recording by bailiff G oot of
Decenber 1993, OHRA' s |l egal representative states
t he fol |l ow ng:

“Fromall the above nentioned reports by researchers
who all have a great reputation in their field, al

of whom constitute the sole individuals who have
executed extensive research at the plantations, it
proves that the expectations as used by Flor y Fauna
and OHRA regarding the tinber production [400-850 nB
per ha in 20 years] are realistic and will certainly
be net.”

OHRA' s | egal representative M. B. Oosting of
Ekel mans den Hol | ander asserts that (section 22, p
26): “These [yield] prognosis are higher than what
has been published in scientific literature.”

OHRA' s | egal representative introduces, as exhibit
No. 7, a letter fromJ.P. Van Rossum of Van Rossum
Van Veen Managenent Consultants to M. W

Kl oppenburg of the BOS Foundation with date April 1,
1996, which is copied to K van Dijk (IKGC NBLF), J.
van Doorn (DAS), H W Janssen (OHRA), R H L. Poels
(departnment of forestry, WAU), Managenent Board of
WAU, A J.M Wuters (Teakwood advi sory board), A G
Voor hoeve (Chai rnman BOS) and S. Wl dhek (Director
WAF) . Annexed to the letter is a note on the WAU
research by Dr. Poels. According to this note, Dr.
Poel s published research results leading to a yield
expectation of the Flor y Fauna pl antati ons Teakwood
I, Il and I'll of an accunul ative |og vol une of
around 375 nB per ha, in a report with date 1994.

[note: Dr. Poels wites on the subject of his yield
forecast in the ‘LT-Journaal’ of March 13, 1997, in
an article entitled ‘Ethics and Third party Funding
(excerpts):

“ The work proceeded in an exenplary fashion, the
col | aboration with the comm ssioner and his

enpl oyees was fine, people worked hard at the

pl antation, the natural circunstances were favorable
and the crop grew well. The only problemwas that ny
projections were different fromthe points of
departure fromny comm ssioner. In the contract with
my conmmi ssioner it was stipulated that the research
results should contribute to education and science
and that they should therefor be published, bearing
in mnd an intention not to danage the commerci al
interests of the conm ssioner.”

“VWhat was the ethical side of the story? The
conmpany’s own projections were enployed to attract
noney frominvestors. According to these
projections, financial prospects for the investors
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were extrenely favorable. Wth ny projections, these
out | ooks shoul d be noderated to a consi derabl e
extent. The managenent | abeled ny projections
accordingly as being danmaging to the conmpany and
were not allowed to be divul ged.”

“l have not divulged the results. First, because |
hoped that the comm ssioner would little by little
adj ust his projections downwards. To sonme extent,
this has happened. Second, because | still hoped to
publish the results while maintaining a good
relationship with the comm ssioner and third,
because of the clause in the contract that the
commercial interests were not to be damaged.
Therefor | was left with little choice. But perhaps,
| shoul d have been nore courageous.”

[Author’s note to the above article: Dr. Poels fails
to explain why he enbraced the nmenbership of the
Scientific Advisory Board to Flor y Fauna.]

As part of the Menorandum of Reply, OHRA' s | egal
representati ve Ekel mans den Hol | ander introduces a
letter fromOHRA and Flor y Fauna’'s | egal
representative F.H J. van Schoonhoven to Flor y
Fauna' s representatives Van Rossum Van Veen of Apri
2, 1996, as exhibit No. 18 (transcript of text body
of letter follows in full):

“During the pleading dated Decenber 7, 1993, in a
hearing of the dispute between M. L.H Th. van
Weezendonk on the one hand and Flor y Fauna S. A
c.s. and OHRA N. V. on the other hand, various
(basic- or arithmetic-) schemes with regards to
tinber yield of the Teakwood pl antations were
represented.”

“l have noted that one or nore of these schenes from
my witten nenorandum of pleadi ng have been copi ed
by third parties at which, by occasion, third
parties suggest that the cal culations and results of
t hese schenes woul d be indicative for what can be
expected as tinber yield for the Flor y Fauna

pl antations. As | have repeatedly indicated, such
conception is incorrect.”

“The schenes in question are arithnetic schenes that
only serve to denonstrate the worki ngs of several
vari abl es such as cylinder-correction factor,

t hi ckness increnent, |oss, etcetera. The schenes are
therefor primarily not about the (arithnetical)

out cones, but rather about the influence of severa
vari abl es thereon. For this reason, not one but

vari ous schenes were used, in with each schene is a
finger exercise with changing variables. The results
of the schenes do indeed vary extrenely, which
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serves to enphasi ze the | ack of any independent
nmeani ng that can be attributed to an individual
schene.”

“I'n addition, the schenmes in question do
enphatically not constitute (public) statenents by
Fl or y Fauna and/or OHRA N.V. Third parties,

i ncluding the investing public, can therefor derive
no rights fromthese schenes. Also the court, inits
verdi ct of March 22, 1995, cane to the sane
concl usi on.”

“I trust herewith to have sufficiently taken the
edge off any neaning with respect to content that
could be attributed to the arithnetic-, basic
schenes, etcetera.”

“I'n case further clarification is required, of
course, | remain at your service.”

“Yours sincerely, etc.”

[note: If “The schenes in question are arithnetic
schenmes that only serve to denonstrate the workings
of several variables”, as witten by Flor y Fauna’'s
| egal representative, then it worth considering that
this could have easily been achi eved behind a desk.
In order to achieve this goal, there is no need to
organize a trip to the Teakwood plantations in Costa
Rica with a bailiff and representatives fromthe
TFAP, the Mnistry of Agriculture, WAF, Flor y
Fauna, OHRA and the Rainforest Alliance. In
addi ti on, one could ask how anyone can present
‘conservative cal cul ati ons’ when the sol e purpose of
the presentation is to denonstrate the workings of
variables in a few sinple equations. Van Schoonhoven
i ntroduced the tinber yield tables in court as
follows: “The figures and neasurenents of bailiff

G oot are of no value wi thout a correct
interpretation. It is inportant here, to arrive at
drawi ng up a basic schene of expected tinber yields
for the nearby and further future. As point of
departure the neasurenents of the bailiff should be
taken, from whi ch point conservative cal cul ous
follows. The follow ng points of departure are thus
formul ated on these data, on which the basic schene
is calculated. Already at this point it should be
noted that these points of departure are explicitly
supported by M. Wuters, who gave evidence in a
witten statement to this effect (EXHBIT 5)."]

[note: Flor y Fauna and OHRA' s | egal representative
F.J.M van Schoonhoven refers to a case of alleged

m sl eadi ng adverti sements with particular regard to
the Flor y Fauna and OHRA projections on tinber

yi el ds before the court in Leeuwarden (ref: Verdict
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in case No. 238-93 of Decenber 24, 1993, chapter 5a.
on page 4 and 7b. on page 6) and the hearing in
appeal on March 22, 1995. The above reading, the
representation of the cases and the significance of
the materials presented in court by the Flor y Fauna
and OHRA | egal representative F.J.M van Schoonhoven
may possibly not be shared by others, particularly
when review ng both court judgenents.

The court’s verdict in summary proceedi ng of March
22, 1995, affirms -in appeal- the original verdict
of Decenber 24, 1993 (ref: Verdict No. 6802/ 94,
Court of Leeuwarden, on page 17). The verdict in
case No. 238-93 of Decenber 24, 1993, considers
that: “6a. The calculations that are the basis of
the projected rates of return have been nade by Flor
y Fauna and have been adopted by OHRA. They portray
to the potential investor very high rates of return
that are based on the growth figures of the young
teak plantings. (...) 6c. The President considers
that it has been made sufficiently plausible that
the type of forestry as is practiced by Flor y Fauna
is far nore intensive that has been customary so far
on teak plantations. This has been shown in
phot ogr aphs taken by bailiff G oot on site and from
the fact that he has illustrated this orally and in
good faith at the hearing. Fromthe witten report,
and this has not been disputed by Van Wezendonk, it
follows i.a. that over the |last couple of years
dozens of peopl e have been at work who are occupied
with clearing of weeds and with propping up the
trees. This care is not incidental as is
denonstrated by the fact that there are service-
hones for these people and that there is a Red Cross
post. The bailiff establishes that these are

pl antations that are well maintained. In order to
establish this and to perform neasurenents,
according to the judgenent of the President, one
does not have to be an expert of tropical
silviculture, as Van Wezendonk opines. (...)

Concl usion: 8. Overlooking the entire case, the
President’s provisional conclusion is that the
chance that Flor y Fauna and OHRA will not succeed
in proving the correctness of their position in full
proceedi ngs (Dutch: ‘bodenprocedure’) is considered
as insufficiently large to award the far-reaching
demands by Van Weezendonk in this sumary
procedure.”

As an exanple of the original presentation Flor y
Fauna’s | egal representative F.H J. van Schoonhoven
declared the followng to the court in 1993 (section
79, page 32): “ Fromthe basic schene Il it proves
that it is not imaginary that even the bol dest
expectations by OHRA and Flor y Fauna can be
exceeded by a factor two.” -end of note.]
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On the subject of the claimto an FSC certificate
OHRA' s | egal representative provides the follow ng
text (excerpts):

“The Teakwood-pl antation has never received a
certificate fromthe FSC [and will never receive
one].” How on earth can Van Wezendonk make such a
st at ement ?

The Rainforest Alliance has been accredited by the
FSC, and the FSC is currently working on the
definitive forrmulation of the criteria for
certifying plantations. Just why would Flor y Fauna
not be able to get such a certificate?

[note: The FSC criteria for plantations had been
accorded early 1996. The FSC al | oned t he Rai nforest
Al'liance a type of B-Status accreditation. In
contrast with other FSC accredited certifiers, the
Rai nforest Alliance was not accredited by the FSC
for the purpose of certification of plantation
forestry. As an accreditation organization, the FSC
never certifies forest operations, nor has it
proclainmed in its mandate to do so, not now or in
the future.]

As exhibit No. 4, OHRA introduces a letter by W\
Director S. Wldhek to M. B. Qosting of Ekel mans
den Hol | ander. The WAF Director asserts: “In
paragraph 2.9 M. Van Wezendonk postul ates that WAF
profiles itself as an information desk for the FSC.
This is incorrect. The information desk in The

Net herl ands is FOE and not WAF.”

[ note: The WAF publication ‘Naar een Houtbare

Werel d” the organization states: “Information on
FSC. WAF Arnold Van Kreveld, tel ..., or FoE, Gemmam
Boet ekees, tel ... .” and “If you wish to order FSC

ti mber you can do so. At this point intinme, its
availability is limted.” and “If you want to |learn
nore about where FSC tinber is available, WWF has a
list of addresses. These are on floppy disk and can
be ordered early 1996 at the WAF office. Tel WAF,
Joan Wudsma: ... ."]

WAF Di rector Wl dhek summari zes his conclusions in
an annex to the letter (excerpt): “A At this nonent
nobody can claimthat tinber derived from

pl antations carries an FSC hal | mark. Wat is
permtted by the FSC, is to sinply nention that the
Rai nforest Alliance has certified the Flor y Fauna
pl antati ons on the basis of general FSC criteria and
principles.”

As exhibit # 2, OHRA introduces a publication ‘De
t eakhout oorlog (The teakwood war)’, taken fromthe
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April/May 1996 issue of the ‘Mney’ nmgazine (page
71-75), which is allegedly authored by ‘Richard
Tazel aar’ .

In an attenpt to retrieve information that forest
managers who claimto work according to FSC

Princi ples and Cuidelines are bound to make public,
Treemai | addressed the followng letter to Flor y
Fauna. In part, this letter responds to a posting
over the Internet forestry list by Flor y Fauna to
of May 9, 1996. Upon this information request by
Treemail, no response was ever received fromFlor y
Fauna, its Teakwood contract partners or the FSC,
even if the advertisenents by the conpany and its
Teakwood partners claimthat the nmanagenent of the
Teakwood plantations is executed in accordance to
the FSC Principles and Cuidelines. The request was
| ater repeated several tines to no avail. Follows
the information request text in full:

To: Jan Hui zinga (Flor y Fauna S. A.)
From Paul Roneijn (Treemail)
cc: Bruce Cabarly (Director, FSC Board)

FSC Secretari at
Rai nforest Alliance
Fred Gale (University of Victoria)
Julio Centeno
FUNET | i st
| NFOTERRA | i st
subject: The elusive credibility of forest
certification clains
dat e: July 3, 1996
ref: your message of May 9, 1996

Dear M. Huizinga (Flor y Fauna S. A),

Herewith | publicly address Flor y Fauna S. A of
Costa Rica in their position as managers of the
Teakwood pl antations. Towards the Dutch public it
has been clainmed that the Flor y Fauna plantations
are nmanaged according to the FSC criteria, even |ong
before the FSC Principles and Criteria for
plantation forestry were finalized (ref: Menos by
OCHRA' s PR manager Grace Flenter of February 1, 1996,
to OHRA' s adjunct Director Janssen provide details
of this claimhaving been printed and distri buted
several mllion tines).

Currently, as far as we are aware, Teakwood contract
partners (e.g. Flor y Fauna, OHRA and WAF) have
dropped their clainms that Flor y Fauna plantations
are certified by the FSC (e.g. as made by Flor y
Fauna' s | egal representatives Van Schoonhoven in ‘t
Vel d before the President of The Hague’'s Court of
Justice, M. Van Delden, in a court session on
Decenber 28, 1996) . As you nust be aware, Teakwood
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contract partners do maintain their claimthat Flor
y Fauna’s plantations are nanaged according to the
FSC criteria, e.g. as per OHRA advertisenent for the
Teakwood i nvestment schene in the WA publication
Panda (quarterly No. 3, Summer 1996, in circulation
as of June 1996).

The FSC manual (ref: Annex 1, for the appropriate
section) stipulates a nunber of responsibilities
whi ch forest managers should fulfil “in order to
conply with the FSC Principles and Criteria”. It
seens appropriate, in view of your address to
Internet fora of May 9, 1996 for Flor y Fauna to
comply with this section of the FSC manual, and to
make such information publicly available to the
reci pients as per above.

It seens appropriate, in addition to the obligations
to provide public information as per FSC manual, for
t he Teakwood contract partners to provide
informati on on the contradictory nature of reporting
of the use of chemicals in the Flor y Fauna

pl antations and for the Teakwood partners to provide
the information as requested by Dr. Fred Gale (see
Annex 2 for details). This would serve the interests
of forests, the forestry profession, those who are
wor ki ng towards certification to enhance forest
managenment practices and in the interest of the
Teakwood i nvestors.

Yours sincerely,
Paul Romeijn

Di rector

Tr eemai

FSC Manual for Evaluation and Accreditati on of
Certification Bodies. Proof: Jan’ 1996, FSC Docunent
# 2. 1.

FSC Accreditation procedures - Part 2.1

3.2 In order to conformwi th the FSC principl es
and Criteria for Forest Managenent forest nmanagers
must make the follow ng information available to the
public:

3.2.1 A summary of the primary el enents of the
managenent pl an, incl udi ng:

3.2.1.1 Managenent objectives:
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3.2.1.2 Description of the forest resources to be
managed, environnmental |limtations, |and use and
owner shi p status, socio-econom c conditions, and a
profile of adjacent |ands;

3.2.1.3 Description of silvicultural and/or other
managenent system based on the ecol ogy of the
forest in question and information gathered through
resource inventories;

3.2.1.4 Rationale for rate of annual harvest and
speci es sel ection;

3.2.1.5 Provisions for nonitoring of forest growth
dynami cs;

3.2.1.6 Environnental safeguards based on
envi ronnent al assessnents;

3.2.1.7 Plans for the identification and protection
of rare, threatened and endangered speci es;

3.2.1.8 Maps describing the forest resource base
i ncluding protected areas, planned managenent
activities and | and ownershi p;

3.2.1.9 Description and justification of harvesting
t echni ques and equi pnent to be used.

3.2.2 A summary of the results of nmonitoring
i ndi cators, including:

3.2.2.1 Yield of all forest products to be
har vest ed;

3.2.2.2 Gowmh rates, regeneration and condition of
the forest;

3.2.2.3 Conposition and observed changes in flora
and fauna;

3.2.2.4 Environnental and social inpacts of
harvesting and ot her operations;

3.2.2.5 Costs, productivity and efficiency of
forest managenent.

(FSC Principles and Criteria for Forest Managenent,
Principle #8, criterion 8.5).

3.2.3. The nanme and contact details of the
certification body that has certified the forest
managenent enterprise, and the registration nunber
i ssued by the certification body.



ANNEX 2:

Date: Mon, 1 Jul 1996 18:42:50 +0200

From F P GALE <fgal e@uvic.ca>

Repl y- To: fgal e@vic.ca

Ret urn-Pat h: <infoterra@edar. univie.ac. at>
Subj ect: Re: THE ELUSI VE CREDI BI LI TY OF FOREST
CERTI FI CATI ON CLAI M5

For the past several nonths | have been reading of
Dr. Centano’s clains regarding the Dutch case of
Flor y Fauna on the Internet. Dr. Centano nmakes a
nunber of very disturbing allegations concerning the
busi ness practices of this conpany and, by
inplication, of the practices of the Dutch Branch of
the WAF, the Rainforest Alliance, and the Forest

St ewar dshi p Council. Hi s clains appear very well
docunented and, in the absence of a rebuttal,

pur suasi ve.

| woul d encourage those on the other side of this
debate to provide us with their views on the Flor y
Fauna case and to informus, with a simlar |evel of
detail, precisely in what respects Dr. Centano’s

al l egations are incorrect. There appear to be at

| east four critical questions:

) what were the silvicultural clains made by Flor y
Fauna concerni ng expected growth rates (Dr. Centano
states that Flor y Fauna cl ai med the rates between
40- 48cubic nmetres per year were possible) and what
is the silvicultural justification for such rates
(i.e. where are the trial studies, reported in the
l[iterature, that would support such cl ains?)

ii) What was the Rainforest Alliance s conplete
rationale for certifying Flor y Fauna as well
managed, nore especially since the operation in
guestion is a plantation?

iii) What is the Forest Stewardship Council’s
position with respect to the advertising clains nade
by Flor y Fauna and OHRA in the Netherl ands
regardi ng FSC certification?

iv) And what steps is (or should) the gl obal, eco-
certification community taking (take), if any, to
resol ve this dispute and prevent it from doing any
addi ti onal damage to the credibility of the novenent
as a whol e?

| woul d appreciate your thoughts and vi ews.

regards

Dr. Fred Gal e
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Research Associ ate
Eco Research Chair of Environnmental Law and Policy
Uni versity of Victoria, British Colunbia, Canada

Treemai | publishes first version of the *Teakwood
agenda of mmin events” and “Teakwood G owth and
Yi el d” over the forestry Internet |ist.

St andards Advertising Commttee hears the appeal in
t he Teakwood case. OHRA presents in evidence a
letter from OHRA adjunct Director Janssen of Apri

24, 1996, to the FSC Secretariat. Janssen inforns
the FSC Director T. Synnott that: “Fairly quickly we
di scovered the error. As sone leaflets were in
production (with a lead tinme of sonme 8 weeks) these
were issued in Novenber 1995 with the same error in
alimted mailing [note: conpare with Flor y Fauna’s
position voiced in a court of |aw on Decenber 28,
1995].”

OHRA thereby clains to have becone aware of its
fictitious claimsomewhere within the ei ght weeks of
the lead tinme of end of Novenber 1995 [note: for
WAF' s decl ared position see agenda entry dated
January 31, 1996; and entry for February 9, 1996].

For the sane occasion, OHRA s | egal representatives
Ekel mans den Hol | ander wite in defense on the
certification conplaint: “The m stake has been
detected and corrected by the OHRA itself in January
1996, before [note: the word ‘before’ appears
underlined] the conplaint was filed by van
Weezendonk [ref: this conplaint was filed on January
10, 1996; consult entries in this agenda of June 25,
1996 for FSC s conclusion and position, with note
dated January 7, 1996, and with February 9, 1996 for
WAWF' s subsequent coments to the nedia.]”

In continuation, OHRA's | egal representatives
Ekel mans den Hol | ander wite: “OHRA has al ways
portrayed that it has been certified by the
Rai nforest Alliance.” and:

“OHRA stresses once nore that it has itself
di scovered the m stake and that OHRA itself it has
i medi ately corrected it itself.”

[note: OHRA does not submt the Flor y Fauna
“Internal Mnitoring Report # 13" of June 8, 1996,
or its findings to the Commttee. This report,
according to the Rainforest Alliance, contains new
yi el d expectations which are based on data coll ected
in January 1996 and which are corroborated in March
1996 by the Rainforest Alliance. The Rai nforest

Al'l'i ance publishes one of the report’s findings on
August 16, 1996. According to this Rainforest
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Al'liance report, the Internal Flor y Fauna

Moni toring Report # 13 concludes that the expected
accumul ative total commercial yield for the entire
Flor y Fauna plantations is in the range of 259 and
416 nB in 20 years. Cross reference with agenda
entry of May 9, 1996. ]

[ note: OHRA does not submt or inform about the

exi stence of the 1993 contractual arrangenents
between Flor y Fauna and OHRA on the sales of the
Teakwood plantation’s produce to Flor y Fauna
exclusively, as reported in the Rainforest Alliance
report of August 16, 1996. ]

[note: In its defense, OHRA retains its previous
position regarding the basis for calculation of the
rates of return as they are advertised to potenti al
investors. OHRA presented this position at the first
hearing of the case before the Standards Adverti sing
Conmittee on May 9, 1996, as follows: “The positive
effect of tinber processing into sem finished
product and into finished products such as furniture
has ... not yet been taken into account for the

pur pose of calculating the rates of return.”]

[ note: For the occasion, OHRA submitted the March
1993 Teakwood VI brochure as exhibit in evidence for
t he defense.]

The Appeal s Conmmi ssion of the Standards Adverti sing
Conmittee rules in the case against OCHRA that it
has:

- rescinded the (earlier) verdict of the Standards
Advertising Conmmittee

- deens that the advertisenents are in conflict with
article 7 of the Dutch Advertising Code of Ethics

- and recommends that in the future OHRA abstains
from publ i shing adverti sements of this kind.

‘ Bel eggers Bel angen’, (Investors Interests) a Dutch
| anguage financi al weekly magazi ne reports on the
findings of the Appeals Conmi ssion as follows:

Justice at Last (header)

The rates of return on teak investnent as portrayed
by OHRA are m sl eadi ng, according to the Appeal s
Conmttee at the Standards Advertisenment Conmittee.
The Appeals Conmittee advises the insurance conpany
to refrain fromsimlar advertising in the future.
For years OHRA has prom sed sky high rates of return
of even 18% on these high-risk investnents.

‘I nvestors Interests’ has frequently canpai gned

agai nst such schenes. In addition, the
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advertisenents do not sufficiently portray the risks
involved. [...]

Mor eover, OHRA has admtted in the hearing that it
has been wong to claimin its advertisenents that
the teak plantations woul d have received an offici al
certificate fromthe Forest Stewardship Council.

The judgenent by the Commttee is taken straight
fromour heart. Therefor: "“justice at last”.

OHRA distributes a press rel ease (excerpt):

“Qur projections and assunptions are extrenely well
substantiated. This was proven by recent independent
research by the Tropical Science Center [note: CCT]
and the Rainforest Alliance.”

Flor y Fauna circul ates an information sheet to al
i nvestors of Teakwood |-V. Excerpts:

“As you may be aware, OHRA has bought 60% of
Teakwood VI1 and VIII. Flor y Fauna wants to hold on
to the remaining 40% of Teakwood VII but has deci ded
to sell a nunmber of Teakwood VIII contracts through
SICREC. [...] This special offer is made only to
all investors of Flor y Fauna.”

“At this point in time, no thinnings are executed.
In January we will re-start this so that, after the
‘clean-up’ thinnings, the first official thinning in
Teakwood | can take place [note: cross reference
agenda entries for January 28, April 9, April 28 and
August 16, 1996]."

“For those people who have not reacted positively to
our proposal to thinning and further processing we
assunme that they wish to maintain the old agreenent,
i.e. the sale of standing tinber in year 8, 12 and
16. Because this constitutes smaller quantities we
assune that the returns will be |less than half when
conpared to all who did agree [to our proposal]. The
further processing has an even nore positive effect
than we originally believed.”

“On the plantation everything is just fine. The
stormthat has hit part of Costa R ca was not
observed at our place. A couple of years back we
were unlucky with just such a storm but apparently
not so this time round.”

[ note: The Teakwood VI brochure of March 1993

asserts the following on the risks of w ndthrow at
the Flor y Fauna plantation: “Hurricanes are very
rare in Costa Rica and if they occur this happens
only in on country’ s Atlantic north-eastern coast.
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In the Province of Al ajuela where the plantation is
| ocated there are no occurrences of hurricanes.”]

[additional note: R Huizinga wites a letter to al
Fl or y Fauna’s Teakwood |-V investors on Septenber
13, 1995, that has simlar connotations regarding a
request to investors to sign an agreenent to an
adapted thinning reginme, to accord to sell al

ti mber exclusively to Flor y Fauna and to accord to
further processing of tinber by Flor y Fauna. In
addition, this letter possibly contains hints to the
‘phytosanitary problens’ that were reported by the
Rai nforest Alliance on August 16, 1996. Excerpts:

As you know, according to the brochure and the
contracts, all 800 trees of each contract [of ¥ ha;
author’s note] will be renoved in four cuts. W have
al ways allowed for tree |osses in our prognosis. At
the tine, this would have resulted in a cut of 180
trees in year 8, 150 trees in year 12 and 16 and
then again 180 trees in year 20.

San José, 13 Septenber 1995
Dear forester,
Good news on the Flor y Fauna plantations! [...]

After having collected all the advice, it appears

t hat our original thinning schene is based on views
t hat have neanwhil e been rendered obsol ete. The

di fferent advisors that we consulted are of the

opi nion that we should deviate fromthis inflexible
(thinning) schene in order to obtain optiml (and

t heref or maxi mal ) grow h.

The forestry literature offers many indications that
| ate and/or insufficient thinning can influence the
yields in a negative way. In addition, various
foresters have pointed out the possibility of growth
di sturbances resulting fromthinnings that are too
rigorous(“stress in the forest”), e.g. as we had

pl anned for the penultimte cut (50%.

The intention is, sinply put, to thin tinmely and
firmy and to spread the thinnings over tinme. In
this way, it is attenpted to concentrate the
quantity of tinmber grown in a |limted nunber of
trees. Experience shows that as a rule, e.g. 180
trees yield the sane anount of tinber in 20 years as
do 150 trees over the sane period in the same area.
In other words: the nean dianeter of these 150 trees
in this exanple will be greater than the nean

di aneter of the 180 trees. Thus, thicker trees. And
because the price for tinmber on average increases
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with greater dianeters, we would like to increase
the returns in this way.

Oiginally we departed fromthe assunption of 140
poorly formed or unsuited trees per |ot of 800 trees
[this figure corresponds with % ha; author’s note],
the so-called | oss-trees. These woul d be renoved as
part of each of the four cuts. However, we are able
to identify the |loss-trees at an early stage: e.g.
trees that fall behind the quick growers, that are
crooked, or those that, in spite of re-planting,
have insufficiently energed. Qur present urgent
advice is to renove these trees early. It is true
that these trees then yield less, but it is nore

i mportant that they can no | onger negatively

i nfl uence the growth of the good trees.

End of last year we reported to you that through
wi ndt hrow and flooding in the summer of 1994 a
certain type of natural thinning had occurred of 5%

[ Aut hor’s note: WAF representative Arnold van
Krevel d asserts: “Hurricanes are rare in Costa R ca
and they are totally absent in the area where the
plantation is located: in the center of the country,
in the province of Alajuela. In the hilly area,

fl oods can be ruled out for all practical purposes.”
(source: Vast en Zeker, Summer 1993 issue)]

[author’s note: At a court hearing on Decenber 7,
1993, Flor y Fauna witten statement to court
asserts that: “At this point it can al ready be
concluded that the loss at the first cut is
practically zero (a maxi mumof 10 trees per ha).
Hui zi nga al ready foresees now that the expected | oss
at the first cut will be practically zero.”]

Wth this in mnd and with all the advice we

recei ved we can, roughly, outline a new thinning
regi nme.

In year 3,4 and 5 the relatively bad and unsuited
trees are renoved first (pre-thinning). In addition,
trees nust be renoved in order to maintain an equa
density everywhere. Including the natural thinning
of 1994 this anpbunts to an estinmated 200 trees.
Remai ns around 600 trees for four cuts [author’s
note: these figures correspond with |ots of % ha].

The experts are of the opinion that the optinmum at
the final cut is reached between 150 and 200 trees
per half a hectare. It thus follows that in the
three earlier cuts around 400 to 450 shoul d be

t hi nned (800 (starting nunber) -/- 200 (pre-
thinning) -/- 150 to 200 (final nunber of stens).
This will finally be reached by thinning around one
third of the stand in three consecutive periods of
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around three years (year 6,7,8, year 9, 10, 11 and
year 12,13,14) as of the sixth year. The | ast, nost
beautiful and thickest trees can continue to grow
until year 20 for the final cut (150 to 200 trees).
Even so, adaptations fromthis schene remain
possi bl e because the actual situation in the field
i ndi cates how and when to thin. Currently, in order
to determine this as accurately as possible, hard
work is put into an advanced nonitoring set-up
(intensive length and thickness registration)
[author’s note: these figures correspond with lots
of Y ha].

Advantage is nmuch and nice wood in year 20, but in
the three previous cuts the trees will probably be

t hi nner than prognoti zed. On average, we can pay out
the returns of these thinner stens sonewhat earlier
but to us it seens preferable to utilize the profit
intime (by thinning earlier) for processing the
wood to final products.

At the tine, we promsed to consult with you, as

i nvestor, on the further processing of our tinber,
for both the wood derived fromthinnings and for
wood derived fromthe final cut. After all, the
contract deals with the proceeds fromthe trees, not
of sem -finished or finished products.

This is the reason that we informyou now.

Wth the OHRA insurance conpany and Sicirec (a
consortiumof well over 250 investors) we have had
consul tations. OHRA agrees with the new approach.

Al so the board of Sicirec is convinced that the
adapted thinning schedul es and the tinber processing
are in the interest of the investors. At the next
sharehol ders neeting it will therefor put it before
t he shareholders with a positive advice.

We depart fromthe assunption that you too can
accord with the adapted and nore dynam ¢ managenent
plan for the plantation. Likewise with regards to
our plan to process at least the first three cuts
into a finished product.

For the record, we request you to fill in the form
of the copy on the backside of the |ast page of this
letter and to sign the agreenment (please return to
us before October 1, 1994).

| f you have questions please feel free to phone
w th: Van Rossum Van Veen Managenent Consultants.]

[note to the above nentioned occurrence of
‘flooding’” at the Flor y Fauna plantation: In a
circular called ' Teakwood info of Septenber 1995,
Flor y Fauna inforns its investors that: “58 km of
canals and ditches were cut and 54 km of river has
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been deepened. In addition, many kiloneters of
drains were cut using shovels.”]

Smart Wbod; August 16, 1996. Smart Wod program
anal ysis of the conplaint against Flor y Fauna teak
plantation in Costa Rica. New York and Vernont. 36p.

This is the
Quot es and Not es:

* During the March 1996 annual certification audit,
Smart Wood found that Flor y Fauna continues to have
good pl antati on managenent and denonstrate progress
towards neeting the certification conditions.
Therefore, Smart Wod maintains its support for this
forestry operation as a certified “well-nmanaged”

pl antation. Dianeter growmh rates range from
2.01-4.46 cnitreel/year (weighted average of 3.55 cm
across managenent units), which equal s or exceeds
the projected scenarios of 1.5-2.2 cmstated in the
pronotional literature. Progress has been made on

i mproving the growh and yield nonitoring system
and refining yield projections based on current

data. Latest prelimnary yield projections are
estimated at 406-664n8 (total yield) per hectare
(ha) in 20 years and 259-416n8 (comercial yield).

Smart Wod enphasi zed that “the yield projections
seemoptimstic”, and that “[f]roma credibility
standpoint, it is absolutely essential that clains
made by Flor y Fauna (or any simlar operation) in
their marketing information and forest nanagenent
pl anni ng be accurate, based on docunented
experience, and tenpered by | ocal conditions and
constraints” (Smart Wod Initial Assessnent Report
for Flor Y Fauna, 10/93).

Rat her than anal yzing and reworking the yield
assunptions, Smart Wod enphasized that Flor y Fauna
needed to substantiate their projections and nmake

i nprovenents accordingly. Today this is being done
in accordance with the certification conditions
[note: cross reference in entry of March 8, 1996].

From Smart Wod’' s perspective, Flor y Fauna nade the
progress that Smart Wod requested on inproving the
definition of growth, yield and rel ated projections
at Flor y Fauna. Flor y Fauna inplenented a
nmonitoring system and nmade changes over tine so that
it better reflects the production potential of the
pl antation and is capabl e of denonstrating

pl antati on response to managenent practices. There
is now a wide distribution of permanent plots
(increasing to well over 400 in varied site

condi tions), edge effect has been elimnated and
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taken into consideration in establishing new plots,
and the staff have utilized a nethodol ogy assuring a
random sel ecti on of pernmanent plots. These factors
are critical advances in determning growh, yield
and the nost appropriate silvicultural prescriptions
for their stands.

OHRA' s volune figures of 400-850 nB/ha in 20 years
were first publicly indicated in Novenber 1995 in
response to criticisns.

Flor y Fauna’s Dutch | anguage version of the March
1993 brochure for teakwood VI (prepared by its
financial representative in the Netherlands)
referenced diameter growth scenarios from1.5 to 2.2
cm It projected volunes as high as 764-960 nB in 20
years (39-48 nB/ha/year) for the 2.0 and 2.2 cm
scenarios. Using the same assunptions, the 1.5 cm
case would have resulted in a yield of 440 nB had it
been calculated in the brochure; the full range
woul d have been 440-960 nB8 in 20 years (22-48

nB8/ ha/yr). This range anounts to an arithnetic
approxi mati on of potential biomass production in 20
years.

[note: In the Shell/WAF tree plantation review
‘yvield is defined as follows: “The yield of a
forest is conventionally defined as the annual yield
of nmerchantabl e wood per hectare of forest |land -
normal |y expressed in cubic neters per hectare.
(source: Mchael D. Bazett, 1993; Shell /WA tree
plantation review, Study No. 3, Industrial Wod,
page 10, Shell International Petrol eum Conpany and
Wrld Wde Fund for Nature.]

When OHRA replaced this 1993 brochure by Flor y
Fauna with its own brochures in early 1994 (and
1995), volunmes were never referenced in connection
with the stated diameter growth scenarios ranging
froml1l.5to0 2.2 cm Internal refinenents were nmade
instead so that volune projections ranged from
400-850 nB in 20 years (20-42.5 nB/hal/year); and:

Anot her unofficial projection was made in July 1996
when Paul Roneijn nade Internet references to an
interpretation of the March 1993 vol une data that

pl aces the hi ghest expected yields at 1,129.69 nB
(56.45 nB/ ha/year), instead of at 960 nB8 (48

nB/ ha/year) as stated in that brochure. This

cal cul ation is based on the unconventional,
erroneous assunption that the yield forecast in the
brochure is after retainment of 5% for Flor y Fauna,
5% for OHRA and 5% for WAF. The cunul ative 15% was
taken into account in the calculation of the return
on the investnent in the brochure.”
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In his econom c analysis, Dr. Centeno assuned that
Fl or y Fauna expected to sell roundwood. He conpared
Flor y Fauna’s price data to existing raw | og sal es
on the open market donestically and internationally.
This conparison is inappropriate. Flor y Fauna’s
intent is to devel op val ue-added products,
eventual Iy produci ng hi gher-end val ue-added products
such as furniture. This gives a higher internal rate
of price for Flor y Fauna’'s plantati on wood t han
reference to log prices in the open market. In the
Smart Wood i ndependent econom c anal ysis, the

consul tant explained that one needs to take into
consi deration the broad array of specialty itens and
product m x that Flor y Fauna is capabl e of
produci ng over tine in order to understand the
potential val ue per cubic neter that they hope to
achi eve.

The arrangenent between OHRA and Fl or y Fauna val ues
teak logs at Flor y Fauna's processing facilities by
a nmethod that subtracts direct production costs from
the revenue of Flor y Fauna' s processed products
(i.e., inmputed log value). Flor y Fauna and OHRA
price teak not as standing tinber, but as |ogs
delivered to Flor y Fauna’s processing facility. The
internal price of teak is cal culated by subtracting
t he processing costs fromthe wei ghted average
selling price of Flor y Fauna’s processed product.
The difference between selling price and processing
costs gives a residual value, and is the inputed
value (or internal price) of the teak |ogs. The
internal price reflects the derived demand for teak
| ogs.

Bef ore discussing the results of these studies, it
may be hel pful to the reader to have an overvi ew of
OHRA' s Teakwood insurance policy. The return to the
i nvestor conprises an endowrent insurance to pay
back life insurance prem uns, plus the investnent
returns fromthe Flor y Fauna teak. Thus, the
financial returns to the Teakwood policy holder is a
bl end of specul ative returns on teak in Costa Rica
and safe returns on lowrisk bonds and rel ated
instruments in the Netherlands. The term of the

i nsurance policy is 20 years, after which tinme the
policy reaches maturity. In the first year, the

pol i cyhol der makes a one-tine paynent to cover the
costs of teak establishnent and project

adm nistration, as well as the first of 20 annual
paynents for the life insurance premum This is
followed by 19 annual life insurance prem um
paynents.

The Teakwood policy is designed to refund the

pol i cyhol der’ s insurance prem um paynents, plus a
small margin, at the expiration of the policy (i.e.,
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t he “noney-back guarantee”). At a mninmum the
purchaser will always recover his/her investnent
funds plus a small margin after 20 years (but

di sregardi ng nonetary inflation and the opportunity
cost of this noney). This guaranteed final sumis
paid to the policyholder at the policy’'s maturity in
20 years. The guaranteed final sum (not “prem uns
paid to date” per correction of the 1993 brochure)
will be paid inmmediately to the policyhol der’s
beneficiaries in the case of the policyholder’s
premat ure death

In addition, revenues fromthe teak plantation form
the ot her source of paynment to either the

pol i cyhol der or beneficiary after 20 years. Fromthe
final harvest and all but the first conmerci al

t hi nning, the insurance policy holder is entitled to
85% of the value of the wood (i.e., inputed value of
teak | ogs at the Flor y Fauna processing
facilities). Revenues fromthe shared thinnings
before year 20 are re-invested by OHRA at prevailing
interest rates into safe, lowrisk bonds and rel ated
instrunents in the Netherlands until final paynent
to the policyholder, i.e., the proceeds fromteak

t hi nnings are converted into safe, but conparatively
| ow yielding investnents in the Netherlands. The
final paynment amount to investors fromthe teak will
vary according to the yield, product m x, processing
cost, exchange rates and ot her factors.

The remai ni ng 15% of the value of the teak is
divided into three equal parts of 5% each to Flor y
Fauna, OHRA and WAF/ Net herl ands. The paynment to WA
is for use in conservation projects in Centra
America, Costa Rica, and in particular in the region
where Flor y Fauna has the plantations. The val ue of
the first comrercial thinning goes to Flor y Fauna
to cover its risk and future operating costs.

The arrangenent between OHRA and Fl or y Fauna val ues
teak logs at Flor y Fauna's processing facilities by
a method that subtracts direct production costs from
the revenue of Flor y Fauna' s processed products
(i.e., inmputed log value). Flor y Fauna and OHRA
price teak not as standing tinber, but as |ogs
delivered to Flor y Fauna’s processing facility. The
internal price of teak is calculated by subtracting
t he processing costs fromthe weighted average
selling price of Flor y Fauna’s processed product.
The difference between selling price and processing
costs gives a residual value, and is the inputed
value (or internal price) of the teak | ogs. The
internal price reflects the derived demand for teak
| ogs.
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Dr. Centeno’s analysis did not reflect this
arrangenent between Flor y Fauna and OHRA. This
confusion is understandable as the translated 1993
brochure indicates that forecasts are based on
prices of unprocessed teak while al so referencing
t hat processing increases prices of end-products
whi ch benefits the investors. The contracts between
OHRA and Flor y Fauna are clearer. Article 2.1c of
the 1993 contract between OHRA and Flor y Fauna
specifically references the arrangenment for Flor y
Fauna to pay OHRA inputed | og values (i.e., gross
revenues from product sales, |less the costs of
processi ng).

[note: The Rainforest Alliance report speaks of a
1993 contract’ between CHRA and Flor y Fauna. This
i nformati on was apparently not nade available to
Prof. Centeno for the purpose of executing his WA\
comm ssi oned econom ¢ anal ysis of the Teakwood
progranme. The cl osing renmarks of section 7.2 of
Prof. Centeno’ s econom c anal ysis of Decenber 22,
1993 read as follows: “Since the conpany’ s financi al
forecasts are based on the sale of |logs, so are the
stipulated returns to investors. It is not clear if
the changes in costs and returns derived fromthe
decision to establish processing facilities are
properly reflected in the contracts with investors,
or if the decision was nmade before part or all of
the contracts were signed. Although the conpany
seens free to establish processing facilities, Van
Veen’ s meno of June 24 nmakes reference to the
possibility to sell either | ogs or sawn wood. The
nature of the decision to process is thus unclear,
although it will significantly affect the costs and
revenues invol ved. "]

[ note: The insurance policy that OHRA sells to
Teakwood i nvestors speaks of entitlenents to
proceeds fromtinber cuts (Dutch: *‘kapopbrengsten’)
and the March 1993 Teakwood explicitly stipul ates

t hese proceeds are based on the sale of |ogs as
‘standing tinber’ (Dutch: ‘op stami). Mreover, in
an article in the spring 1996 issue of OHRA' s
magazi ne ‘ Vast en Zeker’ called ' Teakwood, the 10
nost frequently asked questions’ the conpany i nforns
its readership as follows: “7. How does OHRA
calculate the return of 14-18% per year? The final
return depends on the total tinber quantity, the
mar ket price and the dollar exchange rate.” OHRA
makes no reference to ‘inputed | og val ues’ and
stipulates that the final return is based on narket
prices for wood. ]

Flor y Fauna will be selling young “baby teak”

mai nly as val ue-added products (e.g., furniture,
turnery, carpentry, flooring, interior trim doors,
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carvings, candl e sticks, bookends). Teak is highly
versatile and Flor y Fauna is equipping itself for a
vari ety of product lines, to be processed |locally
and sold mainly in US, and perhaps Europe or Costa
Rica in response to market demand and currency ri sk.
In March 1996, the conpany had just conpleted
installations for furniture production and storage
facilities to process and dry materials com ng from
t he sanitation thinnings.

Based on his own independent anal yses, the

consul tant calculated that this portfolio is capable
of producing a return between 13-22% These figures
correspond to pessim stic and optim stic scenarios
sel ected by the consultant to reflect growh
expected for the OHRA managenent units. These
projections | end general support to the range of
returns (11%to 23% that OHRA has been claimng in
its pronotional materials. The independent

consul tant’s anal ysis purposely did not reconstruct
OHRA' s conput ational nethods, but it concluded with
figures that are not far apart from what OHRA has
been adverti sing.

The anal ysis conducted by Dr. Centeno was conpl eted
at a very early stage of devel opnment of the Flor y
Fauna operation. Mich of his work was done on

specul ation and limted infrastructure to show the
pl ans Flor y Fauna had for its operation. The
econom ¢ anal ysis conpleted for Smart Wod of the
Fl or y Fauna operation was able to utilize nore
detailed and new information (e.g., as referenced in
t he sections above) to describe a nore conplete
picture of the original financial projections.

In his econom c analysis, the Smart Wod consul t ant

i ndependent|ly cal cul ated projected returns using a
nunmber of key factors that help clarify the basis of
the Flor y Fauna and OHRA financial forecasts. These
factors include a nore fully devel oped mar ket
strategy, val ue-added production facilities capable
of producing a wide range of products, avail able

t echnol ogy capabl e of processing roundwood down to 5
cmdi aneter, and inproved product m x and wood
utilization over tine. It also reflects a clear
under st andi ng of the |inkage between the investnent
into the teak operation and subsequent reinvestnent
strategi es of revenues through the Teak Policy
sponsored by the OHRA insurance program

Rai nforest Alliance has concluded that Flor y Fauna
continues to nerit certification by the Smart Wod
program as a “wel | -managed” plantation, despite the
current controversy. From our perspective as a
certifier, the nost relevant factor in our decision
is the favorabl e annual audit of the Smart Wod
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team which determ ned that certification conditions
are being net, good nanagenent continues, and
ongoi ng i nprovenments are being made. O particul ar
rel evance to the conplaint, Smart Wod enphasi zed
that to get and maintain certification Flor y Fauna
needed to inplenent an inproved growth and yield
noni toring system silvicultural trials, and

i mproved thinning regines, so it could substantiate
its projections and make adjustnments according to
actual field-level performance. From Smart Wod' s
per spective, Flor y Fauna has responded positively
to the certification conditions relating to these
poi nts.

The basis of Smart Wbod certification is our
guidelines and the certification conditions. W
cannot termnate Flor y Fauna for non-perfornmance
when it is perform ng against the standards
established in the Smart Wod gui delines and the
conditions for certification. This is the basis and
phi | osophi cal underpinning for the certification
systemthat we perform

The other information reviewed in this analysis has
al so been very inportant to our decision to nmaintain
certification. It has elucidated whether there is a
convi nci ng basis for charges of fraudul ent and
unet hi cal behavior on financial matters which woul d
give Smart Wod cause to termnate Flor y Fauna’'s
certification on ethical grounds. In evaluating the
reports (e.g., KPM5 CCT, and the Smart Wod

Fi nanci al Anal ysis) and in the concl usions of the
vari ous cases, Smart Wod is of the opinion that the
preponder ance of evidence wei ghs agai nst theories of
fraud or mal feasance on the part of Flor y Fauna,
OHRA or other parties. Instead, Smart Wod sees a
nunber of m stakes, m sunderstandings, and poor
choices on all sides, including by the plaintiffs.

From an econom c perspective, Smart Wod tries to
ensure adequate investnent of capital in good
managenent during the life of a forestry operation,
but clearly the Program was never designed to assess
or guarantee the types of investnments or financial
returns that are at the center of the conplaint

agai nst Flor y Fauna and OHRA. For the record, Smart
Wod still maintains that it does not do financial
anal ysis or guarantee projections of growth, yields
or financial returns. Smart Wod is not endorsing or
guar ant eei ng any of the new growth, yield and
financial projections presented in this analysis

[...]
[note: OHRA's circular to investors of April 9,

1996, is the first tinme the conpany publicly
di scl osed that the basic assunptions of the Teakwood
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VI brochure of 1993 were not valid and that they
were, in fact, not used by the conpany for

cal culating the potential rates of return. The
conmpany’ s decreased potential yield figures of 400-
850 nmB8 accunul ated | og volune per ha in 20 years
wer e apparently conpensated by increasing the base-
price for teak. In addition, this Rainforest
Al'l'iance report discloses that the volunes refer to
‘potential biomass production’.]

[note: ‘Potential biomass production’ does appear to
be entirely different fromconmmercial volune and the
correspondi ng market prices for raw teak | ogs (as
standing tinber) that the 1993 Teakwood VI
brochure’s tables refer to when portraying teak

vol une and pricing to potential investors. According
to the Rainforest Alliance, OHRA continued to sel

t he Teakwood i nsurance policies on the basis of the
March 1993 Teakwood VI brochure for alnost a ful
year. The March 1993 brochure and all ot her
pronotional materials refer to proceeds derived from
‘“tinber’, rather than ‘biomass’.

[ note: OHRA has not infornmed potential or actual
investors the existence of its 1993 contract with
Fl or y Fauna in which OHRA arranged to sell al

ti mber exclusively to Flor y Fauna against internal,
imputed, log prices rather than to sell its standing
ti mber on the open market to the highest bidder.]

THI NNI NG SCHEDULES: Dr. Centeno expressed concern
about the thinning schedule. Upon Smart Wod’ s
initial assessnment in August 1993 (prelimnary
report Cctober 1993), Smart Wod al so asked Flor y
Fauna to nodify and inprove its thinning reginmes to
allow for “heavier” thinnings as well as earlier

t hi nni ngs for “phytosanitary” purposes. The
initially proposed schedul e of thinnings at 8, 12
and 16 years (with full harvest at 20 years) has
been nodified over the past three years in favor of
nore frequent |ight thinnings. Sanitary thinnings
are now beginning as early as 2.5 years of age.
Intensities of the early thinnings have risen to
25% The first commercial thinning originally
targeted at 8 years is now schedul ed at 6 years.
Furthernore, a series of field trials have been
established on various sites to test different

t hi nni ng regi nes.

[ note: The Teakwood VI brochure of March 1993
asserts the following on the risks of ‘insects and
di seases’: “Till today there has never been an
insect plague in Costa Rica that was capabl e of
inflicting damage to a teak plantation. In addition,
there are no known di seases that could affect the

pl anting stock. This is based on twenty years of
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experience with teak plantation in Costa Rica.” In
addition, the Flor y Fauna Director Huizinga stated
in ‘De Kleine Aarde’, issue 85, that: “D seases that
can affect teak are conpletely absent in Costa Rica,
and so too can vermn not get a hold on the little
teak trees.” Moreover, WAF s Arnold van Kreveld
wites in OHRA's quarterly magazi ne of sumrer 1993:
“There are no known di seases that can effect teak
trees. This know edge i s based on over 20 years of
experience with teak plantations in Costa Rica. Til
today, no insect plague has occurred there that
coul d damage the plantations.” Al nost identical
statenents are nade by Henk Ramautar, Manager
Teakwood Project at OHRA, in ‘Mney’ , Cctober 1993,
on page 14.]

[note: For a short summary on recorded incidents of
recorded di seases and plagues in teak plantations in
Costa Rica see Eladia Chaves and WIIiam Fonseca in
‘Teca, Tectona grandis, especie de arbol de uso
miltiple en Arerica Central’, Serie Técnica, Inforne
Técnico No. 179, CATIE, Turrialba, Costa R ca, 1991,
or with L.B. Ford's *A survey of pests in forest
plantations in Costa Rica, CATIE, Turrialba, Costa
Ri ca, 1980. Alternative references to the use of
chem cals at the Flor y Fauna plantations are
reported in agenda entries of January 28 and August
5, 1996.]

The (Dutch | anguage) Financial Daily publishes an
article under the header: “Rules for rates of return
in life-insurance packages.” Excerpts:

Li fe insurance conpanies in our country wll have to
obey to specific rules when portraying information
about returns on investnent and investnent risks.
The branch has | aid down specific regulations that
wi Il beconme effective in the fall of this year.

[ note: The Teakwood investnent programme is sold as
a life-insurance package by the insurance conpany
OHRA, a schene backed by WAF. ]

The insurers have | aid dowmn the code of conduct as a
result of conplaints about one-sided and optimstic
proj ections about projections on rates of return in
l'ife-insurance packages.

“There has been such a proliferation of products
recently, products that are denmanded by the
consuner, that we should take care that the custoner
can see the wood for the trees”, says drs. F. Heus,
President to the Board of the Dutch branch of

i nsurance conpany Generali and President of the
conmittee for the Branch organi zation that has
formul ated the new rul es.
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The (Dutch | anguage) Financial Daily publishes an
article under the header: “Mnister swallows two
| abel s.” Excerpts:

M ni ster De Boer of VROM (Housing, Spatial Planning
and the Environnent) accepts that there will be two
| abel s for tinber produced in sustainably managed
forests [note: The Dutch Mnistry of VROMis one of
t he funders of FSC .

This is the way it is, according to the Mnister
followng a nmeeting in which Friends of the Earth,

t he devel opment organi zati on NOVIB and the Wrld
Wde Fund for Nature, WA, presented a report and a
plan for a 40%reduction of the national consunption
of tinber and paper products.

Rat her two | abel s than none, according to the

opi nion of the Mnister. The two initiatives for a
ti nmber | abel -one by the environnental novenent
[note: this refers to the FSC | abel] and one by the
Foundation Keurhout initiated primarily by tinmber
traders and inporters- could not be united.

[note: The FSC Director T. Synnott visited The
Net herl ands at this occasion.]

[note: also reported in ‘Houtwereld issue ‘96-17,
page 14-15.]

Treemai| receives a open letter fromFlor y Fauna's
growt h and yield specialist Professor Pabl o Canacho
whi ch he copies to the UNEP Infoterra mailing |ist
on environmental issues. Full text of open letter:

From Pabl o Camacho

Subject: mil |ist

Dat e: Wed, 14 Aug 96 16:39:27 CST
Cc: i nfoterra@edar. uni vi e. ac. at
Dear Peapl e.

| received a copy of the TEAKWOOD mai n events
recently published. The data originally produced q
are different than the one’s | just produced using
information on tree growh for the |ast 3 years.

| am not authorized to publishe or give it to
anybody, but | just want to let you know. Perhaps a
direct request to Flor y Fauna will be possible.

For the tinme being I just want to be included in the
mailing list. Any kind of information related to
teak interest ne.

Thank you very nuch.
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Dr. Pabl o Camacho

Prof essor and Forestry Researcher
Forest |ngeniering Dept.

Costa Rican Institute of Tecnol ogy
Costa Rica

The Dutch newspaper ‘de Tel egraaf’, on page 5,
reports that Teakwood conpetitors allege that Flor y
Fauna Director Ebe Hui zi nga woul d underpay his
personnel and that he would work his 300 mainly

Ni caraguan | aborers to death. According to the
newspaper’s reporter Johan van den Heuvel, the Flor
y Fauna Director Ebe Huizinga refuses to comrent
upon this allegation.

Rai nforest Alliance Smart Wod Director Richard
Donovan infornms NOVA journalists that [this

conmuni cation i s made public by OHRA by submtting
it as an exhibit in evidence for the defense at the
hearing of the Standards Advertising Conmittee
hearing of Decenber 18, 1996]:

“Coviously in the long termas we have said fromthe
start, Rainforest Alliance cannot definitively say

t hat the somewhat hi gher outputs presented by OHRA
as part of the potential range of output val ues
since the tinme of certification will or will not be
reached. Because of this, we have not required OHRA
or Flor y Fauna to revise the range of advertised
public projections to maintain certification.”

RTL-4 Dutch | anguage Tel evi si on.

In a series of programmes broadcast over the RTL-4
channel , WAF | aunches a fund raising canpaign called
“The Living Planet’ [for details of the canpaign see
http://ww. panda. org] .

In the October 7, 1996, issue of the programre the
WAF Dutch division’ s President, fornmer environnment
M nister N jpels, explained to the national audience
that the FSCis an initiative by WAF and a nunber of
ot her organi zations (“Wj hebben, sanen net enkel e
andere organi saties, het FSC voorel kaargebreeen”).

[ note: “WAF played a key role in |aunching the
Forest Stewardship Council, an international body
that is pioneering the independent certification of
timber fromforests nmanaged under strict social and
envi ronnmental standards.” (source: WA Action Item
<http://ww. panda. org/ actionl. htn», *Fighting for
Forests lives' . Date of retrieval: Novenber 11
1996) ]

WAF President Nijpels subsequently called upon the
Dutch viewers to ask for FSC certified tinber
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products, and encouraged this behavior by
enphasi zi ng: “These [FSC certified tinber products]
are no nore expensive than non-certified products”.

Par adoxi cal |y, WAF here departs froman entirely
opposite position when it addresses the general
public as a contract partner to the tinber producing
initiative called Teakwood. In its tinmber producing
and marketing role, WA repeatedly and publicly
argues that the tinber that is to be produced at
these Costa Rican teak plantations may well fetch a
hi gher price on the market precisely because the

pl antati on has been certified (e.g.: Een investering
in een groenere toekonst -’ An investnent in a
greener future -, brochure for Teakwood VI, March
1993).

WAF t hus exposes the Dutch tinber consuners,
(potential) Teakwood investors and the general
public to quite confusing and contradictory nessages
on the subject of the effects that FSC accredited

ti mber certification may have on the pricing of
consuner products.

Rai nforest Alliance Smart Wod Director R chard
Donovan responds to the NOVA journalists’ question
“On what commercial |og volume projection by Flor y
Fauna was the plantation certified by the Rainforest
Al'liance in 1995?” [note: this letter is nmade public
by OHRA by submitting it in evidence at the hearing
of the Standards Advertising Conm ttee hearing of
Decenber 18, 1996, see agenda entry of Novenber 14,
1996. ]

Ri chard Donovan responds (in full):

“Rai nforest Alliance certified Flor y Fauna for the
forest managenent systemthat they had in place,
including a nmonitoring systemthat would provide
accurate gromh and yield projections in the future.
Due to our pre-certification concerns about the
“optimsni of the higher yields in 1993 brochures
(used for the Centeno review), Flor y Fauna

i ndicated a conmtnment to continuing the

i npl ementation of the nonitoring that had been put
in place, as required by Rainforest Alliance, and
that future public docunents woul d be based on field
data (pl ease see pages 4-5 of our public statenent).
The early 1994 OHRA brochures did not repeat

previ ous volune estimates. Rather, in Novenber 1995,
after our certification, new information provided by
OHRA to the public indicated ranges of 400-850 cubic
meters. As per our public statenent, corroborated
field data indicates yield estimates rangi ng from
406 to 664 cubic nmeters. Apparently, there is recent
uncorroborated data provided through the nonitoring
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system since our field Audit in April, indicates
sites with yield potential up to 750 cubic neters.
How this will affect overall potential yields is as
yet unknown and wi |l be evaluated, along w th other
aspects, in our next audit. Rainforest Alliance
continues to believe that it is prudent to provide a
range of potential yields, and that this range
shoul d be adjusted based on field data.”

As final comment, the Rainforest Aliance Smart Wod
Director adds in his closing paragraph:

“Frankly speaki ng, based on ny own persona
experience in many places, and as discussed in our
public statement, the ultimate return on investnent
to investors will depend on many factors, with total
or commercial yield being only part of the picture.
In fact, nost profitable forest product enterprises
do best by devel oping a wood processing capability,
and not relying solely on raw log sales. This is
somet hing that Flor y Fauna is spending a | ot of
time on now and, because of the potential positive
inplications in relation to conservation and
communi ty econoni ¢ devel opnent, shoul d be
encouraged. | believe this is a major reason why the
Government of Costa Rica has fostered conditions for
t hese types of projects for so many years. How ot her
teak or reforestation projects (like Flor y Fauna)
can or should inprove environnmental and conmunity
impacts is sonmething that | think deserves nuch nore
attention.”

Second NOVA tel evi sion broadcast on OHRA' s Teakwood
schene.

Thi s broadcast by NOVA reveals to the Dutch public
t hat OHRA had hi dden the Flor y Fauna nonitoring
report #13 fromthe Appeals Commttee of the
Advertising Standards Committee when hearing its
case on the m sleading nature of the OHRA
advertisenents on July 18, 1996. At the tine, the
Appeal s Conmittee was not aware of the exi stence of
Flor y Fauna’s nonitoring report #13.

Even so, the Commttee still considered that OHRA s
advertisenents were ‘msleading , and consi dered the
advertisenents to be in violation of Article 7 of
the Dutch Advertising Code, inits ruling later that
same nonth

In addition, the NOVA broadcast touches upon a
nunber of issues that are of a far w der ranging
concern than the Teakwood i nvestnent programe and
the direct involvenent of the WAF. Devel opi ng

nati ons need investnents in sustainable forestry,

i ncluding plantation forestry, according to
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Professor J.C. Centeno. He asserts: “This could have
been an exanple for other countries, but it has gone
wrong. ”

“This case seens to have all the characteristics of
possi bl e fraud, and | have consistently argued this
since 1993", continued Professor Centeno. In
addition, the Professor argues that nany investors
had spent their noney on the Teakwood programre
because of WAF' s invol venent, and because it was too
| ate for the organization to pull out now, it was
time for the WAF to honor the conmtnents it has
made to the public and to search for a solution that
honors the commtnents nade to the investors. Even
so, WAF reiterated to the NOVA journalists that it
still perceives no problem whatsoever with its
support of the Teakwood programre.

The whol e notion of ‘green investnent’ and its
reputation is suffering as a consequence of the
behavi or of WAF and OHRA over the Teakwood

i nvestment schene, this is entirely the
responsibility of OHRA and WAF, | awyer Tom ow ar gues
in the progranme.

M's Vos, Parlianentarian for the G eens, announces
that she is to raise questions in Parlianent to the
M nister of Agriculture about the ‘double role’ of
one of the Mnistry's civil servants who wote a
report in support of the Teakwood schenme and its
projections. She describes the role of this civil
servant as ‘highly peculiar’.

Ms Vos strongly enphasi zes that she considers it to
be a WAWF responsibility to provide clarity over the

yield projections for the teak plantations. Ms Vos

calls on the WAF to provide such clarity, including

the effects of the reduced yield projections on the

expected rates of return.

At the end of the progranme, NOVA announces that the
FIOD is initiating a large scale investigation into
t he presence of assets that have been subject of tax
evasion. The FIOD is he Dutch Fiscal Information and
| nvestigation Service. The FIOD has let it be known
that its prelimnary investigations have provided
strong evidence that such assets are being used for
teak investnent purposes at a very significant

scal e. The announced FIOD investigation covers the
entire branch of the Dutch teak investnment schenes.

[ note: OHRA and WAF turned down the offer by NOVA
journalists to coment before the cameras.]

OHRA issues a press rel ease (excerpts):
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Last week both the OHRA and the Rainforest Alliance
have informed NOVA in witing that the concl usions
about adjustnents of the expected returns are

absol utely incorrect.

For both the organizations there is no reason

what soever to assune that the forecasts as they are
used by OHRA will not be attained.

I n an independent financial analysis on behalf of

t he Rainforest Alliance of |ast August the follow ng
conclusion is drawn: “Based on the avail able
information, the results of this study support the
bandw dth of returns as used by the CHRA in its
pronotional materials.”

In addition, the plantation has recently been
certified once nore as a “well managed pl antation”
This confirns the project’s pioneering role. At the
occasion of the first certification in 1995, the
Rai nforest Alliance director Richard Donovan
qualified the project as having an inpressive

conbi nati on of social responsibility, nature
protection and economc viability.

The result fromthe nost resent researches once
again confirmthat OHRA is right in the portrayal of
its expectations. She regrets the unjustified
negati ve approach by NOVA.

WAF i ssues a press rel ease (excerpts):

3. The WAF is an organi zation for the protection of
nature and it can therefor only comment on the
subj ect of sustainability of production.

[...] These reports [author’s note: by KPM5 and

Rai nforest Alliance] give the WAF no ground

what soever to revise its attitude towards the
Teakwood i nvestnment policy. This stance is shared in
full by the International WA branch.

In addition, WAF-NL's circulates a letter to its
‘relational network’ (with date ‘Novenber 1996'). In
the letter, WAF explains to its readership that the
Teakwood programme is fully supported by the
Director Ceneral of WAF-International and that both
WAF- NL and WAF- 1 NT see no ground what soever to
revise their support of the Teakwood progranme.

Dr. Raynond Keogh's visits The Net herl ands:

One of the world s nost renowned specialists on the
subject matter of teak growth rates in Africa and
Latin America, Dr. Raynond Keogh, spoke at a neeting
in Arst erdam on Cctober 11, 1996. At the occasion,
Dr. Keogh introduced his publication *Teak 2000
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(I'1ED Forestry and Land Use Series No. 9; II1ED
1996). Anobng the estimted 80-100 attendants were
representatives of nost teak investnent schenes that
operate out of The Netherlands as well as
representatives fromthe key-Mnistries involved in
the formul ati on and execution of the Dutch
Government’s tropical rain-forest policy.

Dr. Keogh inforned the audience that not a single
case was ever recorded of indications that teak
growt h at plantations would exceed 400 n8

accunul ative log volume in 20 years. Upon his
question: “Does anybody di sagree?”, not a single one
of the attendants raised his hand. No hand was

rai sed by the chief technical advisor to Geen
Capital (also known |ocally as Teca Verde), a
conpany that states in its sales brochure that it is
confident that their teak plantations in Costa R ca
will reach higher growth rates than have ever been
recorded. No hand was raised by WAF' s representative
at the neeting (Arnold van Krevel d).

Dr. Keogh continued his presentation by asking to be
invited to neasure any teak plantation that
denonstrated such growmh rates. Not a single one of
the attendants to the neeting seized this unique
opportunity to clear the air for the growth rates
that the respective conpanies claimto achieve
according to their investnent brochures.

It appears that the visit by Dr. Keogh has de-
nmystified nmuch of what has been clained for the

pl antation properties of Tectona grandis by nost of
the Dutch teak investnment progranmes and the el usive
support for such progranmes and their projections on
teak growth by the Dutch Mnistry of Agriculture
(e.g. ‘Het Financieele Dagblad , Cctober 11, 1996).

‘de Vol kskrant’, The Netherlands’ third | argest
newspaper, publishes an article called ‘ OHRA and WAF
trade in illusions’ by Professor J.C Centeno.

Excer pts:

The behavior of teak in plantations is thus well
defined, and though there is roomfor variation and
experinmentation, it is highly speculative to assune
that a new plantation will outperformthe highest
worl d records by 50%to 200% as has been the case.

A series of conpanies have been offering investnents
in projects based on deceiving and highly

specul ative cl ai ns, approaching the characteristics
of fraud. The case which has been nainly exposed so
far involves the conpany Flor y Fauna, the insurance
conmpany OHRA, and the Dutch office of the Wrld Wde
Fund for Nature, WAF.
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There woul d be no concern with the specul ative
figures on which nost of these projects are based,
if investnments were solely those of the conpanies

i nvol ved. But the econom c ownership of the trees
has been sold to the public, who is normally unaware
of the technicalities involved, and who | ack the
necessary tools to judge the validity of the
projects in question. The general public tends to
base its decisions on trust and credibility in the
organi zati ons encouragi ng themto make such

i nvestments, such as OHRA and WAF. The Dutch public
has thus been led to believe in highly specul ative
projections on growth and price trends, and in
consequently inflated rates of return. The inpunity
wi th which this has happened is partly due to the
remar kabl e hands-off position taken by gover nment
regul atory bodies, and the silent conplicity of the
Dutch forestry profession.

There is an urgent need to establish plantations in
many tropical countries, to produce industrial
tinmber, to protect watersheds, to reclaimdegraded

| ands, to produce firewod and other forns of

energy, and to inprove the productivity and econom c
viability of agroforestry practices. Teak is a
precious tinber that perfornms well in plantations.
The establishment of industrial plantations ought to
be encouraged, specially through joint ventures,
involving private interests fromboth industrial and
devel opi ng countri es.

The responsibility of the WAF is particularly
concerning. Its endorsenment of the nobst prom nent
and nost disputed of these projects has pronpted

i nvestments by individuals who believed in the

prom ses nmade, due to the endorsenent offered by
WAF. The organi zation is now faced with the
responsibility to make clear that such prom ses are
m sl eadi ng.

‘de Vol kskrant’ publishes a letter to the editor by
WAF Director Wl dhek, which is his reaction to the
article by Professor Centeno in the newspaper’s
edition of Cctober 12, 1996.

In this letter to the editor the WAF Director denies
WAF s responsibility for the projected rates of
return and for the information provided to Teakwood
i nvestors.

In addition, the WAF Director states: “WW is not a
forestry organization. Therefor it demands that Flor
y Fauna col | aborates with the (independent)

Rai nforest Alliance.”
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Dr. L.C. Kuiper and Ir. R de Boer, both staff

wor kers at ‘ Stichting Bos en Hout’, publish an
article in newspaper ‘de Vol kskrant’ entitled ‘ Teak
funds had better noderate their projections’.

In the circular to forestry students at the
Wageni ngen Agricul tural University called ‘de
H nkel nynf’ (of autumm 1996, page 20), forest
faculty senior researcher Dr. Ir. NR de G aaf
wites an article entitled *Teak’. Excerpts:

TEAK PLANTATI ONS

Consi derabl e fuss about the teak projects that were
started by a nunber of Dutch in Costa Rica is now
erupting. It is intended to be a formof green

i nvestment with an outl ook on the possibility of
hi gh rates of return, but there is nuch that can be
commented and criticized. For sone, it is even the
question if it does not border on fraud. The prices
for the objects range fromsteep to absurd, the
future profits that are prom sed are usually too
good to be true. For those who do not know what teak
is: this is Tectona grandis, a commercially
interesting tree species that produces excellent

ti mber which sonetinmes fetches very high prices per
n8. [The species] is relatively easy to grow in
plantations, it is thus well donesticat ed.

| nmust admit that | have a lot to do with it, but
that | attenpt to handle the matter with caution
(yet firm after all one is a specialist). I do not
feel |ike being dragged before court because of
criticismon OHRA. That conpany sinply has too nuch
nmoney and too nmany vested interests; people do far
too nmuch for noney. More that three years ago (or

t hereabouts, | have not yet checked ny agenda’s) |
was visited by a del egation of Flor y Fauna of Costa
Rica (who are liaised with OHRA) in order to sound
out my viewpoint on their approach and the projected
results. | believe this went on for a total of five
sessions. Finally | got fed up with the way that
matters were surreptitiously wongly portrayed, even
on the matters of the relatively well (but not
exactly) defined yield forecasts for teak. Then,
after all was said and done there remained little to
further exchange so | buried the hatchet in a secure
cor ner.

It now appears that OHRA intends to start a court
case agai nst yet another critic that has voiced his
opinion too loudly, this tine round it is Dr.
Centeno from Venezuela. |If a judge woul d hear such a
case | believe that OHRA will have to change its
tune over the forestry facts. Anongst forestry
experts there exists a clear view about what is
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attainable, the literature on production is quite
rich and nost have becone aggravated about all the
nonsense that has surfaced fromthe teak projects in
Costa Rica. [...]

It is sad occurence to see that these matters harm
the generally favorabl e perspectives of green
investnment in tropical forestry.

[author’s note: Dr. Ir. NNR de Gaaf serves as an
advi sor to the Dutch based Amazon Teak Foundati on
and to the Sw ss based conpany Preci ous Wods. ]

OHRA submts its witten defence to the Standards
Advertising Committee in a new case of m sl eading
advertising. The case refers to an advertisenent by
OHRA in the autum 1996 issue of the WAF quarterly
magazi ne call ed ‘ Panda’ (Nunber 4). The case is
heard on Decenber 18, 1996.

Excerpts from OHRA's written defense:

Regardi ng the expectations of tinber yield, the

Rai nforest Alliance report distinguishes between the
so-called total (gross) volune, this nmeans the

ti mber production neasured over the entire tree

excl udi ng branches or tw gs, but including cortex
and phl oem (“underbark”), the so-called “treewod”
(Dutch *boonhout’), and on the other hand the net
(comrercial) volune, neaning the tinber production
measured in volunmes over the entire tree, excluding
branches and tw gs, excluding cortex and phl oem
(“underbark”) and excluding the so-called the stem
foot of 30 cm (the part fromground |evel to 30 cm
above the surface) and excluding the top of the
tree, neasured froma top dianeter of 7/8 cm (which
nmeans: the top of the tree is not included as of the
nmonment that the top dianeter is less than 7/8 cm
The latter is also sonetines referred to as the
“stemwod” (Dutch *stamhout’).

The Rainforest Alliance report states that the
producti on expectation at this nonent is 406-466
n3/ha. This is the “total yield”, which corresponds
with the total gross volunme. This figure should be
conmpared with the production expectation of 400-850
n3/ha. In that case there is no question of halving
of the production expectations. This is even nore
valid now that we should bear in mnd that the

ti mber production expectation of 406-664 nB/ha is
valid for the entire Flor y Fauna plantation. This
pl antati on consists of two unbroken sections:
Teakwood |-V (Vasconia) on the one hand and the OHRA
pl antati ons Teakwood VI-VIII (Altamra).

The Rainforest Alliance report clearly states that
the tinber production expectations are the highest
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for the OHRA pl antations, Teakwood VI-VIII
(Altamra). Thus it becones entirely evident that
there is no question of halving (of expectations).

It concerns a nonentary (randon) indication based on
increment data for the entire plantation (and not of
the OHRA plantations), which may be adjusted upwards
in the future.

The same goes for rates of return.
On the matter of OHRA s expectations for rates of
return, the Rainforest Alliance report states:

“I'n June 1996 an i ndependent financial analysis of
Fl or y Fauna was prepared for Smart Wod by a PhD
forest econom st and university professor. This

anal ysis uses standard conservative econom c
approaches to assess a nunber of variables. It
estimates that the return on investnment may be

13- 22% under the independent financial analyst’'s
pessim stic and optimstic scenarios. Wthout
recreating OHRA's cal cul ations, this analysis tends
to i ndependently support OHRA's projected returns of
11-23% (stated in its nost recent brochure) and 14%
18% or nore (stated in its nost recent ads).”

1. Are the rates of returns possible?:

“Based on his own independent anal yses, the

consul tant calculated that this portfolio is capable
of producing a return between 13-22% These figures
correspond to pessim stic and optim stic scenarios
sel ected by the consultant to reflect growh
expected for the OHRA managenent units. These
projections | end general support to the range of
returns (11%to 23% that OHRA has been claining in
its pronotional materials. The independent

consul tant’s anal ysis purposely did not reconstruct
OHRA' s conput ational nethods, but it concluded with
figures that are not far apart fromwhat OHRA has
been advertising.”

2. Have OHRA' s adverti senents about returns been
m sl eadi ng to consuners?

“The June 1996 study for Smart Wod by the

i ndependent PhD economi ¢ consul tant and university
prof essor found that the portfolio is capabl e of
produci ng a return between 13-22% These projections
| end general support to the range of returns (11%to
23% that OHRA has been claimng in its pronotiona
materials.”

[...]

As Exhibit 3 OHRA submits a fax nessage fromthe
Director of the Rainforest Alliance to the editor of
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NOVA of COctober 4, 1996, where he conmmuni cates on
behal f of the Rainforest Al liance that:

“Ooviously in the long termas we have said fromthe
start, Rainforest Alliance cannot definitively say

t hat the somewhat hi gher outputs presented by OHRA
as part of the potential range of output val ues
since the tinme of our certification will or will not
be reached. Because of this, we have not required
OHRA or Flor y Fauna to revise the range of
advertised public projections to maintain
certification.”

As Exhibit 4 OHRA submits a fax nmessage fromthe
Director of the Rainforest Alliance to the editor of
Nova with date October 8, 1996, where he
comruni cat es:

“As per our public statenent, corroborated field
data indicates yield estimates ranging from 406 to
664 cubic neters. Apparently, there is recent
uncorroborated data provided through the nonitoring
system since our field audit in April, indicating
sites with yield potential up to 750 cubic neters.
How this will affect over potential yields is as yet
unknown and wi |l be evaluated, along with other
aspects, in our next audit.”

[...]

Van Weezendonk incorrectly distingui shes between
what he terns “biomass” and “commercial ly viable

vol une” of the Teaktrees and subsequently suggests
that fromthe Rainforest Alliance report it would
foll ow that the wood production is not 400-850

nB/ ha, but 259-416 nB/ha and that therefor wood
producti on expectations have halved. As the above
shows, this is not the case.

In addition, M Van Wezendonk suggests that from
the Rainforest Alliance report it would follow that
t he expected rates of return by OHRA coul d NOT be
achieved. To that effect, M Van Wezendonk does not
submt the entire report, but only a few parts of
the reports that he has selected. If only because of
this, it appears that also this suggestion is
entirely untrue.

As Exhibit 5 OHRA introduces a fax nessage from WAF
to the NOVA editors dated Cctober 4, 1996, in which
WAF expresses its unconditional support for the
project and, once nore, calls the attention to the
fact that -on the contrary- the Rainforest Alliance
report denonstrates that OHRA' s expectations on the
rates of return to investors, 11%to 23% are

attai nable and that there is no loss to investors.
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Van Weezendonk incorrectly distingui shes between
what he terns “biomass” and “conmercial vol unme” of
Teak trees and he subsequently suggests that,
according to the Rainforest Alliance s report it
shoul d be concl uded that the tinber production is
not 400-850 nB/ ha, but rather 259-416 nB8/ha and t hat
t herefor the production expectations would have

“hal ved”.

[ note: The Rainforest Alliance is the first to bring
both the ternms ‘bionmass’ and ‘comercial yield into
t he equation when referring to the yield projections
of the Flor y Fauna teak plantations. The Rai nforest
Al'liance introduced these terns in its defence of
the Flor y Fauna and OHRA's yield projections inits
publication of August 16, 1996. ]

sub 7. [...] In addition, it is incorrect that the
OHRA has misled the Advertising Standards Conmittee.

Van Weezendonk suggests that this is the case and
refers to one of the many interimforestry
nmonitoring reports of Flor y Fauna on the tree
grom h of June 1996. OHRA points out that this
report is a forestry interimreport that contains an
interim random picture of the actual increnment and
the expected forestry data at that particular tine.
These reports are drawn up at very regular intervals
within the total nonitoring programe of the

pl antation by the Rainforest Alliance. These interim
forestry reports are dependent of the prevailing
climatol ogi cal circunmstances at that point in tine.

I f the climtol ogical circunstances are |ess
favorable within a particular year, this will result
in a lagging gromh. Wen the clinmatol ogica

ci rcunstances in the subsequent year are favorable,
this will result in an increased growh. THAT is
what is going on. Presentation of incorrect data or
deception are out of the question.

[...]

Seen in the light of [...] the findings of The

Rai nforest Alliance as docunented in the report with
dat e August 16, 1996, the conclusion cannot be any
other than that [...] the expectations on the rates
of return reflected in the advertising naterials are
realistic, feasible and attainable and, in addition,
that they are entirely conformthe concl usions of
the Rainforest Alliance report of August 16, 1996.

[note: Cross reference with e.g. agenda entry of My
9 and 31, 1996, where OHRA defends identical rates
of return it had advertised on the basis of the
expected returns fromraw |l ogs only and not on an
“inmputed |l og value’ to be arranged between OHRA and
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Flor y Fauna. To be precise, OHRA infornmed the
Conmittee as follows: “The positive effect of tinber
processing into sem finished product and into
finished products such as furniture has ... not yet
been taken into account for the purpose of
calculating the rates of return.” Al so cross
reference with the agenda’s entry of Cctober 10,
1996, section ‘final comrent’ by Rainforest Alliance
Smart Whod Director Richard Donovan. ]

The Standards Advertising Conmttee hears a new case
of m sl eadi ng advertising agai nst OHRA whi ch has
been submtted by L.H Th. van Wezendonk. The
specific advertisenent that is at the core of the
conpl ai nt was published by OHRA in the autum 1996

i ssue of the WAF quarterly nagazine called ‘Panda’
(Nunmber 4).

The OHRA advertisenent for the Teakwood conbi ned

i nsurance/ i nvest ment package refers to rates of
return to investors as being “14-18%or nore ...~
and that, after a period of 20 years, the investors
wWill receive their returns on the basis of “the
harvesting proceeds” (Dutch: ‘kapopbrengsten’) only.
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